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FIRST ANNUAL REPORT OF THE ACTIVITIES OF THE JOINT 
COMMITTEE ON DEFENSE PRODUCTION 


INTRODUCTION 


The Defense Production Act was approved on September 8, 1950, 
within 3 months after the outbreak of hostilities in Korea It was 
the result of lengthy hearings and thorough debate in both Houses 
of Congress. The act provided control powers that were considered 
adequate and, in fact, of urgent necessity in order to prevent inflation, 
Thus before the expiration of the first quarter after Korea, the 
Congress had already girded the Nation with an internal defense 
mechanism carefully designed to expedite national-defense production 
while preventing inflation. 

The ¢ ‘ongress acted adv isedly. ot ill, in the face of the ever-soaring 
prices, it was not until months later that the necessary implementing 
steps were taken by the executive branch to freeze these prices. 
The following table of selected price indexes illustrates the sharp 
increase in prices which took place between the passage of the 
Defense Production Act and the implementation of that act through 
an effective control system. 
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This delay in carrying out the law added billions of dollars to the cost 
of our rearmament program and precipitated many of the difficult 
obstacles which the Office of Price Stabilization has found to be almost 
insuperable in the control of our economy. 


ComMiIrTTer AIMS 


Under the Defense Production Act, your committee is directed 


to make a continuous study of the programs authorized by the Defense Production 


Act of 1950, and to review the progress achieved in the execution and adminis- 


tration of such programs. 


That this is a monumental task appears from a cursory glance at the 

main provisions of the act which include 
Priorities and allocations; 
Authority to requisition ; 
Expansion of productive capacity and supply; 
Price and wage stabilization; 
Settlement of labor disputes; 
Control of consumer and real-estate credit. 

The primary aim of your committee is to further our national 
defense by stepping up the tempo of our production of military and 
essential civilian goods. From the outset your committee was 
determined to see that accomplished with the least possible dislocation 
of our traditional system of competitive enterprise. 

For example, you committee was aware of the fact that in order to 
reach our national-de sina goals, it would often become necessary to 
make use of the lending powers in the act to assist private business 
enterprises. However, your committee was constantly on the alert 
to restrict this program to the absolute necessities of national-defense 
production and essential civilian goods. Your committee made clear 
to Government officials that it could not condone the granting of 
financial assistance if it were otherwise available on reasonable terms 
through normal banking and credit channels. 

Again, vour committee was conscious of the fact that there is a great 
temptation on the part of procurement officials, in times of war or 
emergency, to let contracts almost exclusively to large firms. This 
tendency is not due to sordid motives of favoritism. Procurement 
officers have a task to accomplish, and the easy way to attain their 
objectives is to place their orders with the efficient giants of mass 
production. In the manufacture of tanks and aviation motors, for 
example, this is often the only possible course. However, your com- 
mittee knows that unless a serious effort is made to encourage small, 
independent business enterprises to make the greatest possible contri- 
bution in those fields where they can assist in national defense produc- 
tion, the cost of success will be exceedingly and unnecessarily high. 
The cost will be refiected not only in unattained national-defense 
goals, because of the failure to utilize our full national productive ca- 
pacity, but it will be tragically evident in the elimination of inde- 
pendent small business and the unrestrained trend toward monopoly. 
Such a situation would gravely shake our national governmental struc- 
ture and create the danger of socialism. 

Accordingly, vour committee has constantly impressed officials with 
the necessity of broadening the base of war contracts to allow full use 
of the facilities of independent small business. 





REPORT OF JOINT COMMITTEE ON DEFENSE PRODUCTION 3 


SpeciFric COMMITTEE ACTIVITIES 


Your committee has held 17 sessions of hearings; it has published 
9 progress reports... These hearings and reports dealt primarily with 
the following general subjects: 
Hoarding; 
Strategic materials; 
Regulation W, with particular reference to the automobile trade; 
General controls; 
Acceleration of the defense mobilization effort; 
Wage stabilization policies; 
Activities of the Defense Production Administration ; 
Activities of the National Production Authority; 
Policies and programs of the Office of Price Stabilization; 
Cotton controls: 
Tax amortization; 
Study of the various control agencies ; 
Meat controls. 
Those general subjects and more particularized topics will now be 
discussed under individual headings. 


NECESSITY FOR THE PRomptT APPLICATION OF CONTROLS 


Immediately after approval of the Defense Production Act of 1950, 
your committee, through its chairman and statements of individual 
members, called attention to the urgency of freezing prices. The 
effect of the regrettable delay in instituting an effective price control 
machinery has been discussed above. 

Despite the actual time lag which elapsed in the freezing of prices, 
it is likely that the situation would have been aggravated had not 
your committee called almost daily and incessantly for a halt to soar- 
ing prices. After responsible officials were appointed as heads of the 
Defense Mobilization Organization, your committee pursued its task 
of spurring them on to calling as rapid a halt to the price spiral 
possibly could be achieved. In fact, your committee was so prompt 
i this respect, that in the initial hearings one official after another 
pleaded for a little more time to acquaint himself with the problems 
of his particular office before committing himself publicly. Those 
officials were recalled to the witness stand or conference table as soon 
thereafter as practicable to acquaint the committee with the prob- 
lems which they faced and to give your committee assurances that 
prompt action would be taken in holding down prices and wages. 

In all of these instances, officials were asked if their powers were 
adequate. Your committee has invariably made it plain that it 
would lend its influence to the prompt passage of legislation deemed 
necessary for the success of our national-defense efforts. 


HOARDING 


Immediately after enactment of the Defense Production Act, your 
committee became concerned with the danger that a number of 
unscrupulous fly-by-night operators, such as certain scrap dealers 
and junk dealers, would hoard scarce and strategic materials, such as 
steel, copper, zinc, and cobalt. Every report of abnormal accumula- 
tion of strategic materials was carefully investigated and the informa- 
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tion thus gathered was made available to the National Production 
Authority and the Defense Production Administration. 

On December 20, 1950, officials of these two agencies were called 
before your committee to explain why no use had been made of section 
102 of the Defense Production Act. This section prohibits hoarding 
and provides criminal penalties for violations. Officials of the Na- 
tional Production Authority explained that they had preferred to 
rely upon section 101 of the Defense Production Act, because this 
section permitted a more selective approach. Officials explained that 
one of the things they did not want to stop was the import of any of 
the scarce materials. They felt that under section 101, an exception 
could be made for the importation of all of the materials. They 
were of the opinion that even if a man did hoard such materials, our 
international situation was such that it was wise to get these materials 
into the country just as fast as possible. Therefore, in practically all 
of the administrative orders, exceptions were made for importers. 

Officials pointed out that their counsel did not feel that this kind of 
an exception could be made under section 102. Your committee 
requested these officials to have an amendment prepared to section 
102 which they felt would allow administrative discretion to grant 
exemptions by regulation under that section. Such an amendment 
was prepared, recommended by your committee to the Banking and 
Currency Committees, and is now part of the law. 

In the meantime, these officials were impressed with the necessity 
of carrying out the clear intent of Congress that hoarding should be 
subject to criminal penalties. 

Accordingly, on January 2, 1951, a letter was received by your 
chairman from W. H. Harrison, then Administrator of the National 
Production Authority, reading in part as follows: 

Up until December 27, we did not invoke the antihoarding provisions of section 
102 of the act; first, because we believed that the actions which we have outlined 
were adequate; and, second, because we believed that there were certain difficulties 
inherent in the use of section 102 which made it a less efficient instrument for in- 


ventory control than the section 101 provisions. In particular, I call your atten- 
tion to the fact that section 102 does not grant the President the right to make 
exceptions to the general terms of the statute. Thus, for example, it would be a 


crime for a person to hoard material which he had imported, if that material were 
on a list established under section 102. In actions which we have taken under 
section 101, we have usually excepted imported materials, upon the general 
grounds that every encouragement should be given to the importation of scarce 
materials at the present time 

Despite these considerations, we decided following the hearing of December 20, 
to invoke section 102, particularly in view of the sentiments expressed by mem- 
bers of your committee at that time. 

Your committee feels that resort to section 102 in the early stages 
of our defense production tended to discourage many would-be un- 
scrupulous hoarders from risking the danger of criminal prosecution. 


SHIPMENT OF STRAGETIC MATERIALS 


One of the first activities of your committee was to look into news- 
paper stories and rumors to the effect that strategic materials were 
reaching China from the United States or from areas under the con- 
trol of the United States. 

The Secretary of Commerce was invited in December 1950 to 
present the facts to your committee. Secretary Sawyer reviewed the 
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two kinds of controls that had been lodged in the Department of Com- 
merce, allocation and priority powers under the Defense Production 
Act and export controls under the Export Control Act. Shortly be- 
fore Mr. Sawyer became Secretary of Commerce a chargre was made 
in the policy with reference to export control. The change consisted 
in the adoption of a basic policy to keep from the so-called satellite 
nations strategic iat ‘rials. Your committee asked Se« ‘" tary Sawyer 
if his powers in this respect were adequate and he replied “hat they were 
As the Export Control Act was scheduled to expire the following June, 
he advocated an extension of the then existing law. Your committee 
recommended such extension to the Banking and Currency Commit- 
tees, which promptly reported the legislation that is now the law 

Secretary Sawyer explained that his Department set up a committee 
called the Requirements Committee, the membership of which came 
from several agencies, including the Department of Defense, the 
Munitions Board, the Department of State, the Economic Coopera- 
tion Administration, the Atomic Energy Commission, the Department 
of the Interior, and the Department of Agriculture. The Require- 
ments Committee makes the original recommendation with reference 
to what materials should be controlled; the ‘Vv set the basic policy deci- 
sions which are subject to the approval of the Secretary of Commerce. 

Secretary Sawyer categorically assured your committee that there 
was not a word of truth to the opinion that strategic materi: had 
been going out in quantities from this country and licensed by the 
Department of Commerce. 

Roughly speaking, all materials which are exported fall into three 
categories: First, those which are under general license. ‘That means 
they can be shipped out without any license whatever. They are 
innocuous things that have no significance whatever from a strategic 
standpoint, nor from the st: rndpoint of short supply in this country 

The second group, which is known as the “positive list,” is a list of 
materials which are controlled by license. In other words, vou can- 
not ship any materials on the positive list unless you get a license to 
do it. 

The third group, whieh is the “seeret list,’”’ covers this matter of 
strategic materials. That list has been changed from time to time 
and is always under scrutiny. It is constantly being revised, through 
the Office of International Trade, and the Secretary of Commerce 
has the final responsibility for it. 

Your committee was pleased to receive the following unequivocal 
assurance from the Secretary of Commerce: 

There has not in any ease since I have been Secretary of Commerce been 
licensed for export a commodity, nor a quantity of a commodity, which the 
Military Establishment said would be of any benefit to potential enemies 
* * * Jn other words, we have used at all times the opinion of the military, 
who ought to know. We do not pretend to know what is strategic, what items 
should go and what items should not. 


Despite certain news stories that would indicate that large amounts 
of strategic materials are being shipped to unfriendly countries, your 
committee was glad to ascertain that the Government itself was the 
first to detect and eradicate the abuses that will creep into the most 
perfectly denied system of controls. 

Secretary Sawyer placed rigid controls on the shipping of strategic 
materials to China as early as November 1949. 
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In February of 1950, the Office of International Trade in the De- 
partment of Commerce discovered that a shipment of copper from 
Tokyo which finally reached China was routed through New York. 
Not an ounce of copper had been shipped from the United States 
to China since the Ist of January 1950 or even earlier, but that par- 
ticular shipment got through. The Department of Commerce imme- 
diately entered into negotiations with General MacArthur and his 
subordinate officials to see if the latter could not apply the same 
kind of controls that prevailed in the United States. A representa- 
tive of the Department of Commerce was sent to talk to General 
MacArthur pe anneny A program was worked out by which controls 
were applied in Tokyo just as they were applied here. Thereafter, 
not one mia aan nt of copper out of Tokyo went to China. 

Although many people got the impression from newspaper accounts 
that this incident had occurred in the summer of 1950, it had occurred, 
in fact, in February. It was discovered by the Office of International 
Trade in February and effective steps were immediately taken by the 
Department of Commerce to prevent the recurrence of such an abuse. 

At the time the war broke out in Korea, the department of Com- 
merce stopped all shipments of goods on the positive list to Communist 
China—not only strategic items, but everything that was on the posi- 
tive list. 

No system of controls, export controls or any other kind, can be 
perfectly operated. However, your committee is convinced that 
the Department of Commerce has taken every possible precaution 
within reason to prevent the shipment of strategic materials and other 
items on the positive list to unfriendly countries. 

There is another system of controls made available under the 
Defense Production Act of 1950. Transportation Orders T-1 and 
‘T-2 were issued under the authority conferred on the President by 
section 101 of the act. This section authorizes the President 
to allocate materials and facilities in such manner, upon such conditions, and to 
such extent as he shall deem necessary or appropriate to promote the national 
defense, 

Various ancillary provisions of the act are involved: For example, 
section 103, imposing penalties for violations of regulations and orders 
issued under title I of the act, and many of the general provisions in 
title VII of the act. 

The authority conferred on the President under this section, and the 
related ancillary provisions, were delegated to the Secretary of Com- 
merce by section 101 (d) of Executive Order 10161 (15 F. R. 6105), 
with respect, among other things, to coastwise, intercoastal, and 
oversea shipping and to air transport. Under Department Order 128, 
the authority delegated to the Secretary of Commerce under Exec utive 
Order 10161 was delegated by the Secretary to the Under Secretary 
for Transportation, with respect to air transportation, intercoastal, 
coastwise, and oversea shipping, including the use thereof (15 F. R. 
8739) 

Before orders T—1 and T-2 were issued, the question of the suffi- 
ciency of the authority under the Defense Production Act of 1950 as a 
basis for the actions was reviewed by the Department of Commerce. 
Particular consideration was given to the following points: Whether 
the authority to allocate ‘‘facilities” included the authority to allocate 
ships and aircraft; whether the authority to “allocate” ships and air- 
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craft included the authority to prohibit ships and aircraft from carrying 
specified cargoes to specified destinations or from going to specified 
locations; and whether this authority was applicable to ships docu- 
mented under the laws of the United States and aircraft registered 
under the laws of the United States, regardless of their location, in 
American waters, on the hich seas, or 1n foreign ports 

In makine this review, consideration was given to the pertinent 
provisions of the Defense Production Act: the lecislative history o! 
the act; the actions taken under similar authority contained in th 
predecessor act. the Second War Powers Act. 1942: and U1 
decisions involving actions taken under the latt T-act 


On the basis of this review the conclusion was reached by the 
Department of Commerce that orders T-1 and T-2 con 
valid exercise of the authority conferred by the Defense Production 
Act of 1950, and duly delewated to the Sec retary of Commerce and the 
Under Secretary of Commerce for Transportation 


At the time thus study was under way, your committe Was vravely 


concerned with the preblem of the transshipments of coods to areas to 
which we do not make shipments. Of course, we have no control 


‘tt touch this country. Your chairman 


l¢ 
had at that time prepared the draft of a bill designed to prohibit 
shipments of items on the positive list by foreign ships or aircraft 


over forelen ships which do 1 


that touch at parts in this country as well as by American ships 
which are subject to our export controls on goods exported from the 
United States. This eontrol extended to American hips and au 
cratt wherever located The mattel of this legislation Was discussed 
with officials of the Department of Commerce, who assured your 
chairman. that sufficient authority existed under the Defense Produe- 
tion Act of 1950 to accomplish this desired objective through the 


issuance of appropriate orders. The first order, T—1, governed ma 
terials on the positive list. Your chairman refrained from introducing 
the bill discussed upon the issuance of Transportation Order T-2 
governing the ships and planes themselves, which reads in part 

No pe le 
ul I ( - | f 
{ t ( 
co ol ne ( { < 


Transportation Order 'T--2 was issued on December 16, 1950 


Your committee feels that Transportation Orders ral nl a i 2 
were based upon an intelligent interpretation of the provisions and 
legislative history of the Defense Production Act of 1950, and that 


these orders tended to carry out the obvieuws congressional intent. 


REGULATION W AUTOMOTIVE 


Karly in December 1950 vour cominittee held lengthy hearings upon 
protests of automobile dealers and others that the Board of Governors 
of the Federal Reserve Svstem had failed to hold adequate trade 
consultations, as required by section 709 of the Defense Production 
Act of 1950, before regulating consumer credit and particularly 
automobile installment credit. The authority of the Board stemmed 
from title VI of the Defense Production Act of 1950. 

The criticisms of the trade and the remarks of the Board justifving 
its regulations were fully explored. Despite the Board’s assurances 
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craft included the authority to prohibit ships and aircraft ou carrying 
specified cargoes to specified destinations or from coing t » specified 
locations; and whether this authority was applicable to ain docu- 
mented under the laws of the United States and aircraft registered 
under the laws of the United States, regardless of their location; in 
American waters, on the high seas, or in foreign ports 

In making this review, consideration was given to the pertinent 
provisions of the Defense Production Act: the legislative history ot 
the act; the actions taken under similar authority contained in the 
predecessor act, the Second War Powers Act, 1942; and judicial 
decisions involving actions taken under the latter-act. 

On the basis of this review the conclusion was reached by the 
Department of Commerce that orders T-1 and T-2 constituted a 
valid exercise of the authority conferred by the Defense Production 
Act of 1950, and duly delegated to the Secretary of Commerce and thi 
Under Secretary of Commerce for Transportation 

\t the time this study was under way, your committee was gravely 
concerned with the problem of the transshipments of goods to areas to 
which we do not make shipments. Of course, we have no control 
over foreign ships which do not touch this country. Your chairman 
had at that time prepared the draft of a bill designed to prohibit 
shipments of items on the positive list by foreign ships or aircraft 
that touch at parts m this coun iry as well : by American ships 
which are subject to our export controls on goods e xported from the 
United States. This control extended to American ships and air- 
craft wherever located. The matter of this legislation was discussed 
with officials of the Department of Commerce, who assured your 
chairman that sufficient authority existed under the Defense Produe- 
tion Act of 1950 to accomplish this desired objective through the 
issuance of appropriate orders. ’ he first order, T-1, governed ma 
terials on the positive list. Your chairman refrained from introducing 
the bill discussed upon the issuance of Transportation Order T-2 
governing the ships ana planes themselves which reads 1D part: 


No person shall sail, 


ade iment nder 


the \ of ( i ~ , ’ j 
ly 1 Stat i ( e ( ( i 
co of ( ( ( ( 
Transportation Order 'T--2 was issued on December 16, 1950 


Your committee feels that Transportation Orders T-1 and T-2 


were based upon an intelligent interpretation of the provisions and 
legislative history of the Defense Production Act of 1950, and that 
these orders tended to Carry out the obvious congressional intent. 


REGULATION W L\UTOMOTIVI 


Early in December 1950 your committee held lengthy hearings upon 
protests of automobile dealers and others that the Board of Governors 
of the Federal Reserve tai had failed to hold adequate trade 


consultations, as requt ired | section 709 of the Defense Production 
Act of 1950, before saanlalion consumer credit and particularly 
automobile installment credit. The authority of the Board stemmed 


from title VI of the Defense Production Act of 1950. 
The criticisms of the trade and the remarks of the Board justifying 
its regulations were fully explored. Despite the Board’s assurances 
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that it felt that it had complied sufficiently with the requirements of 
section 709, members of your committee made frequent remarks to 
the effect that nothing can be lost and much can be gained from as 
thorough and patient consulation with the trade as is administratively 
feasible. 

One excellent result followed from these hearings. The Board 
scheduled a series of trade consultations and thereafter lived more 
fully up to the spirit as well as the strict wording of section 709. The 
tidal wave of complaints based upon a disregard of section 709 slowed 
down to a mere trickle, many criticisms based upon the undue strin- 
gency of various regulations continued, and that issue was resolved 
through the Defense Production Act Amendments of 1951, which 
iberalized certain aspects of consumer-credit controls 


LITIGATION UNDER THE DEFENSE PRODUCTION ACT BY THE JUSTICE 
DEPARTMENT 


Section 706 of the Defense Production Act provided: 


All litigation arising under this Act or the regulations promulgated thereunder 
shall be under the supervision and control of the Attorney General. 

One of the first problems which Michael V. DiSalle, Director, Office 
of Price Stabilization, brought to the attention of your committee was 
to what extent section 706 curtailed the powers of the Office of Price 
Stabilization. In a hearing on February 9, 1951, Mr. DiSalle was 
informed that the intent of the members of the joint committee who 
had written this provision into the law, was to lodge the powers of 
supervision and control over all phases of litigation in the Department 
of Justice. 

It was pointed out that agreements could be worked out with the 
Department of Justice for collaboration under the control of the 
Department of Justice and that the act in no wise prohibited any 
investigations or the checking of records by the Office of Price Stabili- 
zation, Soon thereafter, a working agreement was reached that proved 
satisfactory to the Department of Justice and the Office of Price 
Stabilization, 


OFFICE OF PRICE STABILIZATION AND THE DEPARTMENT 
OF AGRICULTURI 


In hearings upon the difficulties involved in establishing price 
ceilings upon raw cotton and meat, the Director of the Office of Price 
a ilization was asked to give your committee assurances that he 

uld not take any action with respect to issuing such regulations 
hae thoroughly discussing the issues involved with the Secretary 
of Agriculture. Mr. DiSalle promised to keep in constant touch with 
the Department of Lavieibuens. Your committee is convinced that 
it could not have taken a more constructive step toward a sounder 
program of controls in the public interest than in exacting this assur- 
anee from the Director of the Office of Price Stabilization. 


ESTABLISHMENT OF A LIAISON OFFICE ON CAPITOL HILL 


In February of this year, your committee took up with Charles K. 
Wilson, Director of Defense Mobilization, the question of the advisa- 
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bility of setting up a liaison office on Capitol Hill. The purpose was 
to enable Members of Congress to obtain instant information upon 
policies or regulations, or upon the proper officials to contact in the 
defense mobilization organization whenever, for instance, a constituent 
comes to Washington to find the quick solution to his problems. Mr. 
Wilson gave his full support and cooperation to this plan The Na- 
tional Production Authority liaison is now located in the office of 
your committee. It has been of unestimable assistance to your com- 
mittee and to Members of Congress generally. It has also accelerated 
the time within which replies to specific inquiries in correspondence 
may be made. 


CORRECTION OF DEFECTS IN THE REGULATIONS 


Your committee has requested periodic reports from the defense 
mobilization agencies and the regular departments and agencies 
charged W ith defense mobilization functions These reports and cop ~ 
of regulations and press releases are continuously surveyed by the 
staff of your committee. The result has been that many orders which 
might have produced inequities and undue hardships have been 
obviated before publication, or have been rescinded or corrected before 
any serious damage could be done. For instance, on one occasion an 
agency rule prohibited the use of certain brass products that a builder 
had on hand. Builders could not dispose of them or use them. One 
builder called the attention of your committee to the fact that, except 
in a few limited areas where water that would not corrode the pipes 
was available, he could not build a satisfactory home without using a 
certain percentage of brass products for piping, spigots, ete. The 
Director of Defense Mobilization was immediately questioned by 
your committee upon the reasons for the existence of this order. Mr. 


1 


Charles E. Wilson gave the simple and direct explanation of the 


situation. He said to your committee: 
I think the order that was issued, like many that are issued in the early stages 
of controls, was not quite right, and I think we will get that part straightened out 
The order was promptly adjusted to the great relief of the building 
trade. 
ALUMINUM SHORTAGI 


A considerable amount of aluminum was offered to the United States 
by the Canadian Government. Your committee questioned Mr. 
Wilson upon the published account that the Canadian scheme con- 
templated that the United States put a lot of money into the plan. 
Mr. Wilson assured your committee that Canada was not interested 
in obtaining financial assistance; that it had all the money it needed 
to go ahead and put in their plants, and that they were ready to offer 
us the aluminum at what was a reasonable price compared to what we 
can produce it for here in the United States. 

In February of this vear, Mr. Wilson predicted that we will con- 
tinue to have a shortage of aluminum for this current year of perhaps 
as much as 180,000 or 190,000 tons. In 1952 we will have a shortage 
of practically the same amount, until we get our new plants into 
operation. Mr. Wilson pointed out that there wouid still have been a 
shortage of aluminum if it had been found desirable to obtain this 
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product from Canadian plants, because they also would have taken 
2 years to get into operation. 

The Director of Defense Mobilization assured your committee that 
by 1953, when our new American plants begin to produce, we will 
have a slight surplus of about 50,000 tons of aluminum. 


CREATION OF THE OFFICE OF SMALL BUSINESS IN THE 
NATIONAL PRODUCTION AUTHORITY 


Shortly after Mr. Wilson was confirmed as Director of Defense 
Mobilization, your committee made to him the suggestion that a 
special unit in his vast defense mobilization organization be devoted 
to the protection of the interests of independent small-business enter- 
prises. Mr. Wilson assured your committee that he would promptly 
establish a section or division in the National Production Authority 
which would deal exclusively with the problem of taking care of 
small-business requirements, seeing that they get, as far as possible, 
all of the defense orders that the ageneyv can properly direct: their 
way, trving to meet some of the problems that are natural to small- 
business concerns under existing conditions. Accordingly, an Office 
of Small Business was soon set up in the National Production Au- 
thority. It is headed by an Assistant Administrator and a Deputy 
Administrator for Small Business. It has the four following divisions: 

Materials and Equipment; 

Management Assistance; 

Economic and Production Research; and 
Procurement Assistance 

The Office of Small Business is responsible for arranging the equi- 
table participation of small business in defense programs of the 
Government and the utilization of small plants in the production of 
civilian and military goods and components both as primary and 
secondary contractors. The office provides managerial and technical 
assistance and ‘“‘spot’’ assistance programs to enable such firms to 
obtain business and meet production schedules 

During the past several months the Army, Navy, and Air Forces, 
the General Services Administration, the Atomic Energy Commission, 
and Department of Commerce through the Office of Small Business, 
National Production Authority, have been mobilizing their resources 
to guide and assist small manufacturers in meeting the special prob- 
lems arising from the defense effort. More than 400 specially trained 
small-business representatives of the armed services are located at all 
central and field procurement offices and over 150 National Production 
Authority specialists in over 100 major cities are working exclusively 
to promote prime contracts and subcontracts through small manu- 
facturers. 


ELIMINATION OF DUPLICATION OF EFFORT AND DIVERGENCE OF POLICIES 


In the first quarter of 1951, your committee requested the Director 
of Defense Mobilization to look into the matter of duplication of 


examinations for loans under the Defense Production Act. Applic a- 
tions for loans had to clear through several agencies for examination, 
certification, ete. The inquiry was conducted by the Office of Defense 


Mobilization which admitted that there was not only duplication of 
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effort in work, but divergence of policies with the result that the 
granting of many worthy applications was unduly retarded. I[mme- 
diate steps were taken to correct these prot edures, 


WAGE STABILIZATION 


Your committee held hearings upon was stabilization poli les 
The Wage Stabilization Board was warned that it was quite as essen- 


tial Lo control waves and salaries as to control prices 





Your committee 
specifically requested the Board to study ie relationship of the W ace 
Stabilization Board to the fixing of rates under the Davis-Bacon A 
by the Secretary of Labor, and impressed upot 


n the board the necessity 
for prompt action in this field 





ry ‘ ! ; | +4 . \ 
Phe request resulted in the receipt of a letter from the Wage Stabi 
> . - 1 1 
zation Board, from which the foliowine’ excerpt is quoted 
| n 2uthori t for hat the | 1 The 
sions wit! } Dp! { Ug I 
the Depart nt of I ! ! purpose i 
acceptabl i ( ( e] tenia o Ti 
the stebili 1 WW 1 I lila O Lu 
plated thet thes a Issit Leventuy the ere I ! j 
the Wace Adi t ent Board 1 World W: [| su “ l, 
representative f nagement, lebor, ( he iby 
answerable to the Wage Stabilization | rd ( il p 
by the Wage Stabil tion Board, it w ld che ( rete f 
for buildin: nstruction Such r: 1 be ( allable >the S 
of Labor for guidance in meking his determinatior inder the Dev | Act. 
. lar Stabilization B »} ‘ { ; 4 wt +] 7 
Che Salary tablization board was set up in Apri of this vea 
STAGGERING OF MILITARY ORDERS 
Your committee upon receiving information that the military was 
planning upon giving $5,000,000,000 of ord a month, requested t 
¢ » } 4 ! ] 
Defense Production Administration LO Give COnsSIderatlol 0 h 
policy O1 Staggering Military orders when ih wimned servile mano 
use the material purchased withm a reasonable amount of time. It 


Was point “ld out that announced 


al 


Dians ot he Deter ( Depar 
} . ‘ +] aa . i. +} . | 
would surely upset the market in the fields they entered to buy 
, 7 
Defense Production Administration looked i 


iinto the matter and advise 
your committ 





ee that they would sched ile Muibary purchases and hot 

} : ; ] ] | 4 
release everything the military requests in the lump sums they request 
In administering its materials allocations program, the Defense 


Production Administration announced that it would adhere to t! 
following priorities: 
1. Guns, planes, and bullets 
2. Necessary civilian eCCOnOMY 
3. The stockpile 
4. Other civilian, 
Furthermore, upon the further insistence of your committee, the 
Defense Production Administration promised to explore every possible 
avenue to assist businessmen and, especially, small independent 
enterprises in obtaining Government and military orders to mak 
up for the loss of business due to the curtailment of the use of materials 
in short supply. Your committee stressed the fact that it wanted to 
see some emphasis placed upon small businesses in order to keep them 


HOTH1 1 
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in Operation so they can play their part in the national economy in 
war and in peacetime. 


PROFESSIONAL SERVICES 


In the early stages of controls, complaints were made that ministers 
of the Gospel were being told that they could not have their compen- 
sation increased under the law. Members of your committee spon- 
taneously expressed their opinion that it was not their intent, and 
presumably not the Congressional intent, that the Government be 
put in the business of controlling what the churches paid their pastors. 
In a hearing on March 2, 1951, your chairman stated: 


At common law, there were three main professions recognized as such: the 
ministry, law, and medicine. Surely under title LV, section 401 (e) of the Defense 
Production Act of 1950, when the Banking and Currency Committee exempted 
from controls rates and fees charged for professional services, it meant to exclude 


compensation re ceived DY ministers of the Gospel for their services is such. 


The Wage Stabilization Board in its regulation No. 7 has exempted 
ministers of the Gospel. Clarifying language in the Defense Produc- 
tion Act Amendments of 1951 has compelled the Board to adhere to 
the already obvious congressional intent that doctors and lawyers’ 
compensation was likewise not to be controlled. 


rAXN AMORTIZATION CERTIFICATES 


Your committee went exhaustively into the matter of the granting 
of tax-amortization Pay eg under section 124—A of the Internal 
Revenue Code, as added by section 216, Publie Law 814, Eighty-first 
Congress, and Executive eke 10172, October 12, 1950. Every phase 
of the policies was examined. Your committee was primarily con- 
cerned with the fact that the first 24 billion dollars’ worth of cer- 
tificates were in the main granted to large corporations and concerns, 
and that the element of essentiality to our national defense did not 
appear to be sufficiently taken into account. Your committee under- 
stood that these certificates were first applied for and granted to 
stimulate the expansion of our meta) production such as steel and 
aluminum, and of our transportation svstem, and that it was normal 
that large corporations would be prominent in the earliest stage of 
the program. However, at the time that your committee summoned 
officials in charge of the program to appear before it, a large number 
of applications from independent small businesses were pending 
likewise 

Your committee was not particularly impressed with the official 
explanation that large corporations can afford to have better lawyers 
and engineers and that they filed their applications more promptly 
and in better form. 

ce committee observed that the Defense Production Administra- 
tion had read several of the provisions of the Defense Production Act 
of 1950 into section 124—A of the Internal Revenue Code. For in- 
stance, the Defense Production Administration regarded section 124—A 

part of the over-all legislation program embodied in the Defense 
Production Act and therefore considered that section 702 (c) of the 
latter act was indicative of a legislative intent that the term ‘‘facili- 
ties’? in section 124-A should be so limited. Again, section 124-A 
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contains vO definition of ‘national defense “ The Defense Production 
Administration relied upon the definition contained in section 702 (d) 
of the Defense Production Act. The Defense Production Administra- 
tion has interpreted section 124—A in the light of the declaration of 
policy in section 2 of the Defense Production Act; has read into sec- 
tion 124—A the requirement in the Defense Production Act that to 
the maximum extent the framework of our system of competitive 
enterprise should be preserved. 

Your committee agreed with the Defense Production Administration 
that section 124—A was part of the over-all legislation program embodied 
in the Defense Production Act of 1950. ‘The chairman of the Senate 
Banking and Currency Committee, which reported the Defense Pro- 
duction Act of 1950 favorably to the Senate, had written to the chair- 
man of the Senate Finance Committee urging adoption of section 
124—A as an integral part of the general defense mobilization program 

Because your committee did agree with the Defense Production 
Administration’s approach to the problem in reading section 124-A 
and the Defense Production Act as parts of the over-all legislation pro- 
gram, your committee called to the Defense Production Admiunistra- 
tion’s attention the fact that there is another equally important pro 
vision in the Defense Production Act which they should hever lose 
sight of, namely, section 701 (a) and (b), which reads as follows: 


TITLE VII—GENERAL PROVISIONS 


Sec. 701. (a) It is the sense of the Congress that small-business enterpris 
encourage?! to make the eoreatest DOSS rié Col ripbutiol Owal 


objec tives of this A 


b In order to carry out this Poesy 
i) the President shall provide small-busine enterprises with f forma- 
tion concerning the provisions of this Act relating r of 
enterprises and concerning the activities of the various department 
agencies under this Act 
ii) such business advisory committee hall be appointed as shall be appre 
priate for purposes of consultation in the for lation of rule regulat 
orders, or amendments thereto issued under authority of this A 
formation there shall be fair representation for independent sma or rie 
and for large-business enterprises, for different geographical areas, for trade 
association members and nonmembers, and fo liffer ( 
industry 
iii) in administering this Act, such exemptions shall be provided for sma 
business enterprises as may be feasible without impeding the accomp 
of the objectives of this Act Al | 
iv) in administering this Aet, special provisior all be made 
expeditious handling of all requests, applications, or ap} s fi 
business enterprises 


Throughout the hearings, the interests of independent small busi- 
ness were stressed. The Defense Production Administration and the 
agencies charged with any phase of the tax amortization program were 
urged to keep the definition of “national defense’? within reasonable 
bounds. 

Several “ground rules” and interoffice policies have been developed 
in the agencies since the termination of the hearings upon this matte 
Small business is receiving a larger share of the award of certificates 
of necessity than it had in the past and more prompt treatment 
More caution prevails in the interpretation of what is necessary or 
helpful to the “national defense.”’ 
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Vartous UNRELATED INQUIRIES 


The above accomplishments represent a sampling of the activities 
of your committee. <A desire to avoid prolixity rules out all but a 
mere mention of other inquiries such as the following: 

1. Frequent across-the-table conferences with officials in charge 
of controls to keep the Congress and the public informed of 
developments; to assure comphance with the congressional intent; 
Lo avoid pitfalls in regulations before it is too late 

2. Inquiries into the advisability of placing a ceiling price on 

tin at 17 cents below the market price and thus shutting out tin 
when the need for this metal was vreat. 

3. Study of the recent controversy between the Treasury and 
the Federal Reserve Board upon Government bonds and the 
effect of the policies involved upon inflation 

4. ~tuds of a recommendation that the 2-cent tarill on copper 
be eliminated. 

5. Investigation of Office of Price Stabilization personnel in 
Mississippt. 

b Study of the effects Oi the ( losi og ot the cotton exchange 

i Thorough analysis of cotton controls. 

8. An inquiry into the advisability of stockpiling wool. 

9 Study of the effect of the recent textile workers’ strike. 

LO. A study of defense loans particularly in relation to inde- 
pendent small business. 

li. A thorough study of meat controls and allocations. 

12. The publication of a chart or pamphlet kept current since 
then ception ol your committee, and entitled “Defense \Mobiliza- 
tion Oreanization y This pamphlet COUOLaANS the chain of com- 
mand of the various defense acencies, a brief outhne of their 
tions and telephone numbers. It is made available to 
Members of Congress, the agencies, and in limited numbers to 
the public. Your committee has received frequent commenda- 
tions for saving all those who make use of this pamphlet much 


LUT 


valuable time. Private firms have thousands of copies repro- 
aduced gt hye il own expense 
Lo The investigation ot charees ot the existence of blaek 


markets and sharp practices in the meat mdustry and in scarce 


14 The investigation of enforcement b the Office of Price 
Stabilization 

15. Successful request to the Office of Prices Stabilization that 
they issue a supplement to the cotton regulation to permit the 
carrying out of existing contracts according to terms. 

16. Publication of information as to the names of prime con- 
tractors available for use of subcontractors 

17. Successful request that essential farm workers be deferred 
under selective service. 

IS. Recommendation that no accelerated depreciation for plant 
expansion be permitted in a region if there exists adequate usable 
facilities in the region. 

19. The publication in Progress Report No. 7 of a legal interpre- 
tation of the covenant against contingent fees in Government 
contracts. This opinion has been widely published in the press 
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and has been commended for throwing much light upon the legal- 
ity of retaining an agent to negotiate contracts, including Govern- 
ment contracts. Small business enterprises have consistently 
claimed that they cannot compete for Government business if 
they are not allowed to retain part time representatives to nego- 
tiate contracts. The opinion is being widely used by Govern- 
ment procurement officers. 

20. As a result of a large number of inquiries pertaining to the 
Savannah River project, committee investigators have been sent 
to look into many aspects of that situation and are keeping your 
committee informed of current developments in that area. 


STAFF CONTRIBUTION TO THE Work OF THE COMMITTEE 


No review of the work of your committee would be complete without 
mention of the painstaking and effective efforts of its staff to supple- 
ment the work of the members of vour committee. To the personnel 
of the staff falls the daily task of processing the heavy volume of 
correspondence and giving information on the telephone to Members 
of Congress, the agencies, and the public. Frequent conferences are 
held by members of the staff with officials in charge of writing and 
enforcing regulations and disposing of individual cases. In a great 
many of these instances, regulations are amended as a consequence of 
discussions with the staff of your committee. 

Acting for your committee and under the supervision of your chair- 
man, the staff has succeeded in accomplishing the following, to name 
but a very few typical examples: 

1. In reference to CPR-7, the retail regulation, the deadline for 
filing charts was extended for the benefit of small-business men who 
could not as well afford to hire expert accountants to prepare the 
charts for them. 

2. Small business exceptions were introduced into the price control 
regulations for diversified retail stores such as hardware stores, 
notions stores, ete. 

3. The decision as to whether “standing timber” is an agricultural 
commodity or a product was hastened. The result of the decision 
meant the difference between ‘standing timber’ coming under the 
Department of Agriculture or the Department of Commerce. The 
industry thus was enabled to find out soon how to proceed and whether 
it would be controlled. 

4. Worked out with the National Production Authority liberalized 
allocations for radio parts and tubes especially for municipalities; 
police cars, fire trucks and similar users affecting public health and 
safety. 

5. Investigated certificates of necessity granted to woolen mills 
where charge was made that there already existed sufficient production 
capacity for that type of fabric. The granting of the certificate 
resulted in an increase in wool spinning and weaving capacity for a 
type of cloth needed by the Navy. 

6. Worked with the Office of Price Stabilization on permitting man- 
ufacturers to include increased costs for traveling salesmen under 
CPR-22. 

7. Investigation of domestic sheep production and the reasons for 
its decline. 
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8. Worked out with the Department of Agriculture and the Office 

' International Trade new regulations allowing increased exports of 
cotton waste at a time when the industry complained of excess stocks 
in warehouses. 

9. Conferences with the State Department, the Office of Interna- 
tional Trade, the National Production Authority, the Defense Produc- 
tion Administration, and the merchant exporters (mainly composed 
of small-business men) to devise regulations permitting indepe —s 
steel exporters to compete as in prewar days with the steel mills 1 
exporting certain items such as waste-waste, unmended menders, ae 

10. Obtaining National Production Authority allocations for steel 
for mental institutions, penitentiaries, and other public institutions 
and additional steel allocations for busses for school children. 


(CONCLUSION 


This discussion of your committee’s achievements constitutes an 
enviable record to which every member of your committee contributed 
heavily. I wish to express my deep appreciation to all the members 
of the committee and its staff for their loyalty, cooperation, assistance, 
and friendship. 

As the military program in the days ahead pinches our economy 
and reduces the amount of available civilian goods, the problems will 
grow more complex and the incidence of business failures will increase, 
It is a source of great consolation to feel that in the crises ahead the 
Congress and the Nation can rely implicitly upon the full and sympa- 
thetic cooperation and teamwork of the members of this committee 
and its staff. 

KururE PROGRAM 


Immediately following the approval of this report, your committee 
scheduled, and ordered the staff Lo begin work. on the following 
Investigations: 

.. Inve stigation of steel. copper, and alumin win allocations. Review 
of program determinations; allocation policies and distribution of 
available materials with particular reference to small business and the 
farm machinery, highway construction and school programs. 

2 Investigation of strategie metals.—Determination of the require- 
ments and available supplies and allocations of strategie materials 
about 28 metals), and particularly of steel, copper, aluminum, tin, 
lead, zine, nickel, tungsten, and manganese. Including development 
of domestic resources and facilities; utilization of marginal deposits; 
available imports; allocations among ECA countries; and other related 
problems. 

3. Investigation of the machine-tool situation. Analysis of bottle- 
necks; available facilities; ceiling prices; immediate and long-range 
demands and plans for meeting them. 

t Inve stigation of electric power shortage. Study of immediate and 
long-range power requirements by geographical areas; current capac- 
ity and expansion of plant facilities; availability of machinery and 
equipment; anticipated completion dates. 
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Rerorts ReQuESTED BY THE CHAIRMAN From FreperaAt AGENCIES 
PERFORMING FuNcTIONS UNDER THE DereNsSE PROopUcTION Acr?, 
4s AMENDED, Durine First YEAR OF ITs OPERATION (OCTOBER 
1950 ro OcroBer 1951 


OFFICE OF DEFENSE MOBILIZATION 


EXECUTIVE OFFICE OF THE PRESIDENT, 
OFFICE OF DEFENSE MOBILIZATION, 
Orr OF THE DIRKE¢ 


Hon. Burnet R. MAYBANK, 
Chairman, Joint Committee on Defense Production 
l'nited States Senate. Washington. D. ¢ 


DrarR SENATOR MAYBANK: In response to your letter of September 28, 1951 
requesting a report on activities under the Defense Production Act, the following 
information is submitted: 

The Office of Defense Mobilization was established in the Executive Office of 
the President by Executive Order 10193 of December 16, 1950, issued under 
authority of the Defense Production Act 

The order provides that the Director of Defense Mobilizatior shall on behalf 


of the President direct, control, and coordinate all mol ation act ties ot 
executive branch of the Government, including but not limited to productio 
procurement, manpower, stabilization, and transport activities.” The Dire« 

is authorized to perform his functions through such officers and such agencies as 
he shall, consonant with law and the provisions of secutive Order 10193, 


determine. 

The Defense Production Act Amendments of 1951 have also placed resp 
bility in the Office of De fense Mobilization for joi t certincation with the Secretary 
of Defense of critical defense-housing areas for rent-control purposes VLOre 


( Du 
pursuant to Executive Order 10296 of October 2, 1951, this Office has been dele- 
gated the function of determining critical defense housin areas tor purpos I 
the Defense Housing and Community Facilities and Services Act of 1951. 

Under these authorities, the Office of Defense Mobilization conducts no pro- 
grams directly but is concerned with policy guidance to the operating aget Ss 


and with a general review, control, and coordination of their activities 
The Office of Defense Mobilization has no industry advisory committee 
The staff of this Office on October 1 totaled 197 part-time and full-time pers 


as follows: 


Full time: 


Classified 103 
Contract 2 
Detailed from other agencies 11 


Total full time L1lo6 


Part time: 
Contract 35 
WOoc 5 
Detailed from other agencies | 


Total part time 81 
Grand total 197 


17 
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The various operating agencies which are conducting specific programs are 
reporting directly to you on their operations \s a general summary of the entire 
program of defense mobilization, however, you may find useful my quarterly 
reports, copies of which are attached. These reports cover defense mobilization 
progress through September 30.! 

I trust that this information is satisfactory for your purposes in preparing your 
report to the House of Representatives and the Senate. If you desire other 
material that I can supply, please let me know 

Sincerely, 


CHARLES E. WILson 


DEFENSE PRODUCTION ADMINISTRATION 


DEFENSE PRODUCTION ADMINISTRATION, 
OFFICE OF ADMINISTRATOR, 
Wasi ington D5. October 1 ,, 19571, 
Hon. Burnet R. MAyBAnk, 
Cha man, Joint Committee on De fe LSE Prod iclion, 
United States Senate, 
Washington, Dp. ay 

Dear SENATOR MAyYBANK: I am sending you herewith the report requested in 
vour letter of September 28, 1951, 

The report presents a brief factual summary of the operations of the Defense 
Production Administration during the period from January 1951 to October 1951. 
In accordance with your request, it has been cleared for publication by the Joint 
Committee on Defense Production. 

I shall, of course, be glad to provide the committee with any additional inform- 
ation that mav be needed. 

Sincerely yours, 
MANLY FLEISCHMANN, Administrator. 


DEFENSE PRODUCTION ADMINISTRATION REPORT TO JOINT COMMITTEE ON 
DEFENSE PRODUCTION (JANUARY-OCTOBER 1951 


AUTHORITY AND RESPONSIBILITIES 


Che Defense Production Administration performs its primary functions under 





vithorityv derived fron the De fe sf Production Act of 1950, 4s au ende d r iblie 
Law 774, 81 Cong Public Law 96, 82d Cong.); and from section 124A of the 
Revenue Act of 1950 (Public Law 814, 8Ist Cong These functions, originally 
et out in Exeeutive Order 10161, dated September 9, 1950 (15 F. R. 6105), were 
1 ated to the Administrator*by ] Xe cutive Orde P 10200, date a Jar larv 3 1951 
16 F. R. 61 Executive Order 10281, dated August 28, 1951 (16 F. R. 8789 


amended parts of the earlier delegations 


In addition, the Administrator performs certain functions in connection with 
letermination of critical defense areas required by: (1) The Housing and 
Rent Act of 1947, as amended (Public Law 96, 82d Cong 2) the Defense 
Housing and Community Facilities Act of 1951 (Public Law 139, 82d Cong.); 
and (3) the Federal Security Ageney’s Third Supplemental Appropriations Act 
of 1951 (Publie Law 45, 82d Cong The Administrator was designated to per- 
form these functions I $y joint memorandum dated September 1, 1951, from 


the Director of Defense Mobilization and the Secretary of Defense by Executive 
Order 10296, dated October 3, 1951 (16 F. R. 10103); and (2) by Defense Mobili- 
zation Order No. 10, dated August 1, 1951. 

The Defense Production Administration (DPA) was established on January 3, 
1951, by Executive Order 10200. Subject to the direction of the Director of 
Defense Mobilization, the Administrator directs and coordinates the defense 
production and procurement program. He supervises the exercise of the priorities 
and allocations powers contained in title I of the Defense Production Act, as 
amended, which, by DPA delegation 1 (dated January 24, 1951), he assigned to 
the other defense agencies. He performs the central] programing function and 
determines the expansion and production goals to be achieved by the exercise of 
those powers. To encourage necessary expansion of productive capacity and 
supply, he certifies applications for accelerated tax amortization under section 
124A of the Internal Revenue Act of 1950, and certifies the essentiality of emer- 


In view of the distribution already made of the three quarterly reports, they are not reprinted here. 
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gency loans under section 302 of the Defense Production Act of 1950, as amended. 
Under section 303 of this act, he certifies purchase programs and encourages the 
exploration, development, and mining of strategic and critical material He 
has also been delegated the authority under the act relating to requisitioning and 
to the encouragement of, and participation in, voluntary programs in furtherance 
of the act’s objectives. 

The DPA thus serves as a central staff agency for programing and coordinating 
the defense program as a whole. Primary responsibility for implementing desig- 
nated aspects of the over-all program is placed in the National Production 
Authority and the other operating agencies within the defense organization. It 


was for the purpose of integrating the work of the operating agencies in carrying 


| } 


forward the established objectives of the defense program that the Defense Pro- 
duction Administration was created. Achievement of tl , 
a broad range of forward planning in all major areas of defense production, and 


the maintenance of the closest possible relationships with all 








Ol 





defense agencies. 








In order to draw upon the advice and judgment of American business « itives 
in the formulation of production plans and programs, representatives of DPA 
participate frequently in meetings of industry advisory committees established | 
the defense agencies under its general supervision. These agencies, being charged 
with execution of policy, are closer to specific industry problen Defens 
Production Administration and, consequently, have greater need for h con 
mittees. For this reason, the Administration has not found it necessary to estab- 
lish such committees of its ow? 

The Defense Production Administration began wit nu is of perso 
transferred from the National Production <A y and from the National 
Securit Resources Board To thi sma I i I ip ad 1a ed 
number of qualified personnel from private industry and from other Fe 
agencies. As of October 1, 1951, employ ent vb eled off 1 september 


was as follows: 


Classified employee oD 
Without compensation personnel 24 


When actually emploved, compensated personne 5 
] tm 

| tal ti 

the agehv\ is estat ned Ja ur Vola ) f \ eT 
of charts and tables are pr to she ’ : Fe a 
toward a leve ( oO mors < of e iosf : / . 


P, orities ar l a lacat oO? 

DPA is responsible (1) for determining defense, defens pporting, and « 
and foreign requirements for United States teria short supply 2) for 
determining the supplies of these materials available to meet thoss requireme! 
and (3) for allocating materials to the agencies to wv h respor tv has beer 


delegated for their distribution in accor ith : 
DPA works with the Department of Defense : 1 the variou other cia ant 


agencies 1n determin ng the quantities of ster ( pper. and alu I ! needed to 
meet their requirements for produ tion, const ictior ar | namtenance al il reps 





and in having their necessary requirements data presented in uniform terms 


time periods 





DPA reviews the methods used yatiT ¥ es in comy ox their 
materials requirements. This includ material and other devices em- 
ploved in translating end items into contained steel, copper, and aluminum; the 
lead times allowed from raw materials input to end product deliverv: and the 
assurance that all needs are covered without duplication or omissior Since the 
total demand for materials exceeds SUppLV, appraisa 3 made i requirements 
submitted to identify and give preferential consideration to more urgent needs 


Program determinations for the fourth quarter were announced to the public 
on Julv 27, 195!. It then became the responsibility of the claimant agencies and 
the NPA industry divisions to br ak their allocations down to the quantities of 
materials for distribution to individual manufacturers and contractors in respons 
to their applications. A group of materials accountants in DPA are responsibl 








20 REPORT OF JOINT COMMITTEE ON DEFENSE PRODUCTION 


for establishing and maintaining a system of accounting controls to assure that 
allotments made under such allocations are not in excess of program determinations. 

Requirements of all claimant agencies for controlled materials in the first 
quarter of 1952 and preliminary recommendations of DPA’s program determina- 
tions have been released. Such determinations, however, are subject to constant 
revision in light of factors and conditions not foreseeable at the time original 
determinations are made. ‘The recent copper strike, for example, necessitated 
revisions in the then existing allocations, and the recent power shortage in the 
Pacific Northwest may well cause reexamination of present aluminum allocations. 


Production goals 

DPA is responsible for planning and establishing production goals which are 
submitted to the Office of Defense Mobilization. In carrving out this task, DPA 
receives and integrates data from, and consults with, the National Production 
Authority, the Departments of Defense, State, Commerce, Agriculture, and 
Inte rior, the Keonomie Stabilization Avenev, the Keonomie ( ooperation Admin- 
istration, the Defense Materials Procurement Agency, the Atomic Energy Com- 
mission, and from various interageney and international committees. 
idies and recommendations covering expansion goals for all major materials, 


products and services vital to the defense effort have been developed Gr are in 


I 

process The individual goals developed are subject to constant revision on the 
of changing conditions Availability of one material may affect the pro- 
qauctio oa set for another Manpower supply, labor conditions, weather, 
power, and many other factors may serve independently or in combination to 
necessitate revision of established goals to more realistic levels, either above or 
be 0 ( ‘ DrevioOuUusilv sel 


EXPANSION OF PRODUCTIVE CAPACITY AND SUPPLY 


lecelerated tax amortization 


Responsibility for the tax amortization program was originally placed with the 


Chairman of the National Security Resources Board, but was transferred to the 
Defense Production Administration in January 1951 The first application for 


a certificate of necessity was filed on October 30, 1950. By August 18, 1951, 
fustrv had filed 13,900 applications covering proposed investments of $23.9 


billion in new or expanded facilities Approvals had been granted on 3,328 of 
hese applications, representing proposed investments of $9.3  billior Of this 
amount, $6.3 billion, or 68 percent, was certified for accelerated write-off 


Beginning August 18, 1951, a general moratorium was effected on the granting 
of additional tax amortization certificates for a period of at least 60 davs This 
action Was tal en on request of the Dire tor of 1 fe nse Mobilization bv letter of 
August 14, 1951 See appendix, pp. 28-30 During the moratorium, however, 
he DPA Administrator might, at his discretion, grant exceptions for urgent cases 


i! ertal categories, 

From August IS, 1951, the effective date of the moratorium, to September oi 
164 applications for certificates of necessity, representing a value of $128 million 
were denied. During the same period, 101 applications, covering a proposed 
investment of SI88 million, were approved. Of these approvals, 52, for $51.3 

for facilities completed or acquired prior to September 23, 1951. 
The balance of the approvals covered such items as aircraft, machine tools, mili- 
tary items and elemental sulfur. The moratorium excepted applications for 
pecial military items and for basic materials. 

The moratorium period has not afforded the anticipated opportunity for a 
complete review of administrative procedures and criteria on which certificates 
should be granted and percentages determined, although consideration will 
presently be given to revision of administrative procedures, 

Primary emphasis, from the outset of the tax amortization program, has been 
n those industries producing and fabricating basic materials, During the first 


) 

3 months of the program 85 percent of all approvals went to the iron and steel 
industrv alone, while almost all of the remainder were in other basic materials 
ndustries As of August 18, 1951, iron and steel production and fabrication still 
accounted for 27 percent of the entire program, or $2.5 billion. The entire basic 


materials group represt nted $5.8 billion, or 62 percent of the total value of all 


In the mining of nonferrous ores, bauxite and aluminum concentrates accounted 
for S178 million, or 45 percent, of the proposed investments approved. The 
production and fabrication of aluminum accounted for over 80 percent of the 
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value of approvals for production and fabrication of all nonferrous metals and 
alloys. 

Transportation accounted for $1.3 billion, or 14 percent, of the total proposed 
investments covered by approvals, while all finished products accounted for 
only $1.2 billion, or 13 percent. 

Within the finished products industries, the machinery and components and 
aircraft industries accounted for $820 million, or 70 percent This does not inelude 
electric and electronic equipment, much of which is directly related to the aircraft 
industry. 

Of the $5.8 billion proposed investment in basic materials covered by necessity 
certificates, $4.0 billion, or 67.9 percent, was allowed for rapid amortizatior 
One of the categories which was allowed a high percentage was radi \ 
and concentrates which was permitted to amortize rapidly more than 90 percent 
of propose d investments. Wood products received the smallest write-off in the 





basic materials group, with only 438.2 percent allowed, while coal, coke, aluminum 
production and fabrication and refractories received 80 percent or mort Che 
average for basic materials was 68.9 percent. 

Recipients of nearly 2,000 ce rtificates of necessit\ ssued prior J sf) 
have reported to DPA that approximately 25 percent of the $7 billion of plant 
and equipment had been completed by June 30, and they estimated that by 
October 1, 36 percent of value of the investment would be i place This progress 
was mostly in terms of the earlier ; structio ( is excavation, 
foundation, and the erection of the stri ram rl mo stances, 
progress was not sufficiently advances ext \ illat i- 





chinery and equipment. 

The trends and status of applications, action by DPA and delegate agencies 
and the state of progress in expansion under approved projects in key industries 
(aluminum, blast furnaces, steel works, and rolling mills, chemicals and allied 
products, and petroleum refining) are illustrated in t charts appearing in the 
appendix to this report. see pp. 31-41 


Eme rgency loans 


Direct loans to aid companies whose proposed productior of particular impor- 


tance to the national defense are deemed eligible for certificatio nder the 
authoritv of seetion 302 of the 1) fense Produc tol Act of 1950 as amet ae 1, 
provided that financing is not otherwise available on reasonable tern 


From January until igust 1951 DPA was the certifving authority for these 
loans, with the Reeonstrueti T | inance ¢ orporatlolr lisbur ng the necessary 
funds as fiscal agent. Executive Order 10281, dated August 28, 1951, transferred 


( 
to RFC (or the Export-Import Bank if the funds are to be used in a foreign coun- 
try) determination of terms and I 

tialitv from the Defense Production Administrator or the Secretary of Agriculture 


conditions of such loar \ certificate of essen- 





as appropriate, is requ in cases where funds are needed for e expansion of 
capacity The RF¢ cont i oO ipplement I i 02 wns’”’ 
with its own funds. 

Sixtv such loans, amounting to $177 million, have beer ranted so far. Of 


this amount one-third was obtained throug! ‘ 
cations denied as of August 31, 1951 (the latest date for which complete statistics 
are available), totaled $940 million and accounted for 64.5 percent of the totad 





value of all applications filed to that date Of the tota! value of all applications 
on which action has been taken, denials represented 89 perce! 

As in the ease of certificates of necessity, the direct loan program has emphasized 
basie materials expansion. As of August 31, 74 percent of the section 302 loans 
approved and 88 percent of those in which RFC participated were in this category 
with most of the balance in the finished prod 

According to the Reeonstruction Finance ¢ orporation, total disbursements cn 
July 30, 1951, amounted to only $10,048,287, while repayments had been received 
in the amount of $1,268,730. As other recipients of direct loans move into ex- 
panded production it is expected that many will lig lidate these obligations ahead 
of schedule. 

From August 31 to Oetober 2, 1951, the Defense Production Administration 
granted certificates of essentiality totaling $70.8 million to 10 companies. As of 
October 2 the RFC had not granted any of these loans. 

Purchase contracts 

Section 3038 of the LD fens Pro | iction Act of 1950, as ame! de d. provi | S for 

Government purchase of, or commitments to purel ase, metals, minerals, and 


certain other raw materials for Government use or resale. Under this authority 


icts industries. 
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raw materials can be procured without regard to limitations of other laws, and 
upon such terms as the President deems necessary. 

The original act allotted $600 million as the maximum possible liability to be 
incurred under sections 302 and 303 of the act. This was increased by $1 billion 
on June 2, 1951, in the Third Supplemental Appropriation Act of 1951. Public 
Law 70, Eighty-second Congress, further increased the authority by $400 million, 
making a total authority for maximum possible liability of $2 billion. 

The Defense Production Act as amended by Public Law 96, Eighty-second 
Congress, first session, approved July 31, 1951, provided for a total of $2.1 billion 
of borrowing e@uthority with the provision that contingent liability shall be 
considered as an obligation only to the extent of the probable ultimate net cost to 
the United States. Accordingly, all projects previously certified by the DPA 


will be revised on the new financial basis, while new products are currently being 
certified on the new basis (indicated by asterisks in the table appearing in the 
appe! dix, pp. {8-52 


Che authority provided by the Defense Production Act has been utilized not 


only in the domestic expansion program, but also in the foreign field to insure the 
4 lability to the United States of supplies of vital materials to meet current and 
anticipated future requirements 

The specifie projects approved involve several different types of guaranties, 
among which are long-term floor-price guaranties as in the case of tungster 


‘chase contracts whereby the United States Government will acquire 


material for stockpiling or other purposes if it cannot be sold elsewhere, as in the 
t« 1} 





ease « aluminum, copper, magnesium, and molybdenum; establishment ot 
depots at which high-cost low-grade domestic ores can be accumuleted from small 
rire to justifv the ultimate construction and operation of beneficiating plant 
2s in the es of manganese; and the establishment of revolving funds through 
which the United States Government can function as an exclusive purchaser of 
foreign materials in short supply, as in the case of rubber and tin The assistance 
Keonomie Stabilization Agency has been obtained in lifting price ceilings 

on raw materials in short supply where such action hes no significant impact on the 
general economy. In the Ct e of several m jor materials such as copper, lead, 
and however, it mzv become necessary to make arrangements requiring the 
purchase of essential materials at world market prices and subsequent resale at 
United States ceiling prices, which may involve », loss 

Phe ope and status of projects under this program as of September 1, 1951 
the la date for which complete statistics are available), are indicated in the 
table appearing in the appendix to this report. (See pp. 42, 43 


Metals and minerals exploration and deve lopme nt 


thorizes 


Section 303 of the Defense Production Act of 1950, as amended, also ar 
rf A eae 


the use of funds for e encouragement of exploration, development and mining 
of strategie and critical metals and minerals. Under this program, the Govern- 
ment supplies funds on a matching basis with private enterprise, the degree of 
Government participation reflecting the relative criticalness of the material in- 


volve | 

\pplicants receiving assistance must have a reasonable possibility of success 
and have necessary equipment and technical background. The DPA authorized 
the program to the Interior Department on February 28, 1951, and provided 
$10 million under section 303 of the Defense Production Act for this purpose. As 
of September 10, 1951, $4,761,864 has been utilized. 


Stockpile program 


Requirements and supply must be evaluated concurrently to channel scarce 
materials into essential programs, including stockpiling, and to expand their 
production. The Vital Materials Coordinating Committee (VMCC) of the 
Defense Production Administration serves as a focal point for formulation and 
coordination of Government policy and programs for materials that are essential 
to the defense effort. This Committee was established when the Executive order 
of' January 3, 1951, transferred the coordinating functions in this field to DPA 
from the National Security Resources Board. The weekly meetings of this 
Committee bring together the heads of the Munitions Board, the Economic 
Cooperation Administration, Defense Materials Procurement Ageneyv, General 
Services Administration (and Emergency Procurement Service), the National 
Production Authority, the Defense Minerals Administration, and the Defense 
Production Administration, as well as top-level representatives of the Depart- 
ments of State and Agriculture, the Economic Stabilization Agency, and the 
Reconstruction Finance Corporation, each of which agencies is directly concerned 
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with materials aspects of the defense effort. Observers from interested agencies, 
such as the NSRB. the Bureau of the Budget, and the Office of the Special As- 
sistant to the President, also attend meetings. 

Recommendations of the VMCC, when approved by the Administrator of the 
DPA, become action programs of the agencies concerned. 

The responsibilities of this committee fall, in general, into three categories: 

(1) geo p of supply; 

(2) Balanced distribution of available supply; and 

(3) Sattcs. of nonessential use. 

By early October of 1951 the VMCC had reviewed all of the stockpile items 
currently under procurement (see appendix, p. 44) and has served as the central 
point at which competing demands for scarce materials have been reconciled, and 
uniform programs developed to insure the most effective current use of limited 
resources, as well as additions to the stoe se as far as practicable. 

Based on VMCC determinations, DPA had directed the GSA and other inter 
ested agencies to deliver specific quantities of critical and strategic materials to 
the stockpile. Stockpiling acquisitions for some materials have not required 
specific recommendations. 

As a result of these decisions on distribution of limited supplies among the 
military, civilian, export, and stockpile programs, it has been ne 
National Production Authority to issue conservation orders in a number of 
instances, curbing nonessential uses of materials. 


International materials allocation 


The Defense Production Admit istration has & major, and 1n Most Cases the 
leading, role in international negotiations on the production, distribution, and 
utilization of scarce commodities. These negotiations cover the entire range from 
ad hoe conversations with one nation on one comm iditv, to collaboration with 
27 other nations in the International Materials Conference on 14 commodities. 
Their subject matter likewise covers a wide range from simple purch 


to comprehensive international allocations 


ase agreements 


Particular mention should be made of United States participatior n the 
International Materials Conference (IMC), an association of the free nations to 
secure effective and equitable distril ution of certain searce matermais, mcreased 
production, better utilization and conservation Commodities covered are sulf 
tungsten, molybdenum, copper, lead, Zinc, Manganese nicnei, ¢ 
cotton, cotton linters, pulp, and paper 

Under directive of the Office of Defense Mobilizatior DPA dir s United 
States participation in the IMC. Through interagency devices previ vy men- 
tioned and seven special interagency advisory groups, the problems of forn iting 
United States positions and carrving out United States commitments are worked 
out. Continuous liaison with the Department of State is maintained on matters 


of foreign poliev and foreign relations 





The IMC has begun the allocation of the free world supplies of tungsten, 
molybdenum, copper, zinc, and sulfur. Further materials whose allocation is 
anticipated at ar earls date are nickel and cobalt Emergency allocations of 


newsprint in special cases have also been made. In addition, the IMC countries 
are collaborating in developing more effective and economical use of materials and 
the expansion of production. 


PROCUREMENT POLICY AND PRODUCTION EXPEDITING 


In the procurement and production areas DPA performs central planning to 
assure that the available facilities for production are properly utilized, and sees 
that the methods followed by the executive agencies in carrying out defense 
production are adequate and within the framework of the over-all production 
goals. 

Appropriate attention is given to contracting, including negotiation, pricing, 
redetermination, and renegotiation DPA reviews, advises, and assists the 
Office of Defense Mobilization (ODM) in coordinating the defense 
It also coordinates governmental activities relating to the designation of critical 
areas requiring essential housing and community facilities and services. 

In the areas of procurement and production, DPA works through a series of 
top-level committees and boards, including the Production Executive Committee, 
the Aircraft Production Board, the Electronics Production Board, the Procure- 
ment Policy Committee, and others. Membership consists of representatives of 
policy-making rank from the agencies primarily concerned. The polici s and 


yrogams. 
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procedures developed are carried out by the participating agencies. Through 
interlocking membership, coordination of the work involved is facilitated. 

In the field of procurement, two policy statements have been prepared for 
guiding current operations: (1) A statement of procurement policy for small 
business; and (2) a statement of policy on pricing, negotiation, redetermination, 
and renegotiation. The former relates largely to activities for which the recently 
created Small Defense Plants Administration has been made responsible 

With respect to production, DPA has thus far served primarily as a focal 


point for dealing with the problems encountered by the defense agencies. —Ini- 
tially the major problem was to get procurement under way. Currently the 


major problem is to get volume production. Attention is now being given to 
(1) determination of the relative urgeneyv of various items in the defense and 
defense-related programs; (2) initiation of action appropriate to expedite produc- 
tion of the items determined to be urgent; (3) appraisal of production pro- 


grams for the purpose of assuring that the respective products will be = in 
balance with such related items as electronics equipment and aircraft being pro- 
duced concurrentiv; (4) seheduling and expediting kev supporting programs such 
as machine tools; (5) pin pointing areas in which an adequate supply of materials 


must be made available for the production of components essential to military 





oO 6) continuing over-s appraisal of basic production factors such as 
manpower, facilities, materials, and capital needs; and (7) spot assistance on 


Wn ed fule produc Lio? problems 


OTHER PROGRAMS AND ACTIVITIES 


Voluntary agreements 


The President has delegated to the Defense Production Administrator the 
functions conferred upon him by section 708 of the Defense Production Act of 
1950, as amended. ‘These functions relate to the encouragement of voluntary 
agreements and participation in voluntary programs by representatives of indus- 
try, business, finance, agriculture, labor, and other interests. Immunity from 
prosecution under the Federal antitrust laws and the Federal Trade Commission 
Act may be granted within certain limits to those persons requested by the 
Administrator to participate in such voluntary agreements and programs. 

The only function that the Administrator may delegate under this section is the 
consultative one This has been delegated to those officers to whom functions 
under title I of the act are delegated, with respect to the materials and facilities 
within his jurisdiction. Recommendations of voluntary agreements and pro- 
grams are made by these officers to the Administrator for his approval. 

In the event that the Defense Production Administrator approves @ voluntary 
agreement or program, he requests certain designated persons to participate 
thereit Such requests, however, may not be made until approval has been 
obtained from the Attorney General, after consultation with the Attorney General 
and the Chairman of the Federal ‘Trade Commission, ‘The Administrator then 
makes his finding that the voluntary agreement or program is in the public interest 
as contributing to the national defense The Administrator is required to publish 
the request in the Federal Register unless such publication, in his opinion, would 
endanger the national security 


Small business 


In its direction and coordination of the procurement and production processes 
in the current erisis, DPA has responsibility for achieving the necessary integra- 
tion of small plants in the defense program lo this end, an interagency Small 
Business Executive Committee was established by the Administrator to develop 
and coordinate the small-business program, to recommend action and to review 
operations of all agencies in the field of small business. Agencies represented, 
other than DPA, inelude the National Production Authority, the Atomic Energy 
Commission, the General Services Administration, the Defense Transport Ad- 
ministration, the Department of Defense, and the Munitions Board. 

The Committee recommended, and DPA accepted, a procurement policy for 
smal! business aimed at accomplishing the following: 

1) Spreading available production across as wide a base as possible by bringing 
into the defense effort on a prime contract, subcontract or purchase part basis, 
every qualified producer who can be used 
2) Continuing and increasing effort to search out and use the productive 
facilities of smal] enterprises for the current procurement program of the Federal 
Government. 
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3) Making available to small business information on requirements so that 
the small manufacturer will have adequate knowledge of the steps required in 
getting subcontracts and prime contracts when they are within his capacites or 
abilities. 


1) Adjusting procurement procedures to encourage prime contractors to bring 
about the maximum amount of subcontracting with small-business coneerns 

5) Follow-up by DPA to insure that these small-business policies are prope 
implemented Kducation and effective follow-up throughout the entire procure- 


ment function are essential to the program 
To carry out this DPA policv the Department of Defense and the Munitions 








Board have added about 420 small-business specialist Assistance + also 
received from the various civilian agencies 

In addition, IYPA has had a hand in developing machinery for the al i 
and approval of produeti pools to enable smal! plant oO assume defense work 
on a prime or subcontract ba It enlisted the support f State G 
setting up commissions for small business with a view to mershaling comn 
resources to aid small busines n the mobili: ro Ky er! ( 
prepared and circularized various mobilization guides for sma Isiness 
defense procurement, materials assistance, loans and tax pr eges, Manageme 
aid, conversion, pooling, and ther aids to help the sma Inanutacturer ad g 
the defense mobilization pe cd 

By the July 31, 1951, amendments to the Defense Production Act, a &1 
Defense Plants Admi tration been establishe and vested 
powell “to coordinate and a ! mea ) 
of small-business concerns ear eu t effective for na t¢ se 
and essential civilian produectior DPA must and wi mtinue, | evel oO 
carry out its legislative responsibilit \ ni 
direction and administration o t ‘entral progran yr, over-! procurement 
poliev, production, resources expansion, and prior and allocati programs 
It will collaborate with SDPA in determining e proper ' of small bus 
in the mobilization effort and developing prograt policies, and procedure 
that will assure them the opr nla os 
(or ation 

Lo pian 1¢ eLOop L! 1 ¢ ! ite] rams ( 1 = il 1 
critical materials and ( ressure ’ i ’ ’ ‘ : 
Conservation Division has bee tablished in the Defense Production A 
tration Methods used are echniques of standardization, siunplificatio 
substitution, specification reclamation, and salvage Phe Diy ! staff met 
bers act as advisers to the ind rv divisions of the National Production Au 
the Munitions Board Standards Agency, Catalog Ag und Packagi: Aor 
as well as to the Federal Specifications Board of the General Services Administra 
tion 

In February 1951 a Conservation Coordinatit Comn 
under the sponsorship of Conservation Diy ion, Wit! 
man This committee is made p OF poleyv representa 


agencies as follows: Department of Agriculture, Dey 
Department of the Army, Atomic Knergy Commis 
Department of Commerce, Defense Productio : 
Administration ‘ Housing and Home Finance Ageneyv, Depart 
Munitions Board, National Production Authority, Depart 
Research and Development Board, Department of State, 
istration. 

The committee meets once a month to discuss } 
program committee consisting of seven members On appre 
tion Coordinating Committee, projects are turned over 
members for implementation or are further studied by 


composed of committee men hers and outside ¢ xpert - s! 





have been appointed and are in active operation, as follow 
lium, Critical Alloy Substitutes, Molybdenum and Moly 

ickel, Sulfur, and United Ki nit 
Liaison. A subcommittee on copper is in process of formation 





waon aa itec 





Steel and 
The Subcommittee on Construction has made six important recommendations 

all of which have received tl 

recommendations will reduce sul 

of construction. The recommendations are being put into « ffect bv each of the 


member agencies and are being brought to the attention of industry 


e committee's approval It is estimated that the 





antially the material and labor requirements 
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The report on beryllium is already being put into effect, and substantial savings 
in sulfur are indicated by the preliminary reports of the Sulfur Committee. 


Regional defense mobilization committees 


Regional defense mobilization committees were created by order No. 6 of the 
Director of Defense Mobilization, February 9, 1951. Under this order, the com- 
mittees are charged with reviewing the defense production programs within their 
respective regions in relation to the available productive capacity, labor supply, 
housing and community facilities, and with advising the agencies represented on 
actions needed to obtain effective utilization of these resources for the defense 
effort. The objective is to obtain a proper balance between the production pro- 
grams and these resources through actions with respect to such matters as the 
placing, limiting or transfer of procurement contracts; the location of new produc- 
tion facilities; the recruitment, training, and utilization of labor; and the provision 
of additional housing and community facilities or services. Coordination of the 
regional defense mobilization committees is charged to an Assistant Administrator 
of DPA. 

The regional defense mobilization committees, which were established in the 
13 Government regional cities, consist of the regional directors of the Department 
of Commerce field service and Defense Manpower Administration as cochairmen, 
representatives from the Housing and Home Finance Agency, Economie Stabili- 
zation Agency, Federal Security Ageney, Department of Agriculture, and one or 
more representatives from the Department of Defense. On August 28, 1951, 
Defense Mobilization Order No. 6 was amended to provide for participation of 
representatives of other agencies at the invitation of the cochairmen for each 
committee, when problems of concern to such agencies are under discussion. 

Area committees, subsidiary to, and patterned after, the regional committees, 
have been formed in cities of particular importance to the defense program. Three 
have now been activated; others are in process of being established or are under 
consideration. 

Procedures for the administration of Defense Mobilization Order No. 6 by the 
regional committees were prescribed in April and amended as of September 1, 
1951. Though some of the committees were somewhat slow in getting started, 
considerable improvement has been made with the development of a better flow 
of information needed by the committees to discharge their responsiblities. The 
work of the committees is being tied into the critical area certification program. 
In addition, the committees will probably be used to some extent in the plant 
dispersal program. 

lo implement the work of the regional committees and help resolve problems 
that could not be solved in the field, a Central Coordinating Committee on 
Regional Defense Mobilization was formed in Washington. It is made up of the 
same departments and agencies that are represented on the regional committees, 
is administered by the coordinator of regional defense mobilization committees, 
and is co-chaired by the Department of Commerce and Department of Labor 
representatives. 


Relief of critical areas 


On February 7, 1951, the Defense Mobilization Director authorized establish- 
ment of an interagency Critical Areas Committee to (1) develop criteria for defin- 
ing critical defense areas and (2) designate critical areas in order to lessen the 
impact of the defense program on such areas and enable appropriate agencies to 
facilitate the provision of essential housing, community facilities services. 

The committee was established under the supervision of DPA, and a repre- 
sentative of this ageney serves as chairman. 

Other agencies represented on the committee are: Department of Defense; 
Housing and Home Finance Agency; Department of Labor; Federal Security 
Agency; National Production Authority; and Economie Stabilization Agency. 
Other Federal agencies are invited to participate as required on special aspects 
of the program. Certification of critical defense areas has been the result of 
findings by the participating agencies. Such findings are specific as to essential 
activities or installations, civilian or military manpower requirements, and the 
supply and requirements in an area for housing and community facilities. 

Until July 31, 1951, specific legislation affecting the Committee’s oper- 
ations existed only in the Defense Production Act of 1950, and in Public Law 
815 of the EKighty-first Congress, relating to construction of school facilities in 
areas affected by Federal activities. The former established certain restrictions 
on credit which curtailed the financing of housing operations. With the advent 


of the Critical Areas Committee, however, amendments to regulation X govern- 
‘ 
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ing real estate credit was effected, making it possible to relax credit restrictions 
in areas designated as critical areas. This relaxation in ea designated area 
was made jointly by the HHFA and the Federal Reserve Board Law 
815 permitted the Federal Security Agency to allocate funds for f: s and 
specific money grants to educational institutions for education ¢ hildre areas 
determined to be critical because of national defense operat 

Certification by the Committee of a critical area established the necessar 
requirements for defense housing and other facilitic hic ould be supplied 
through private means. Federal credit controls on hous we relaxed to pern 
smaller down pavments on construction, and the amortization period extended 
from 20 to 25 vears. In addition, Federal financial assistance was made available 
through the Office of Education of FSA for special school problems. The | ed 
States Public Health Service has made its facilities and services available to loca 
officials concerned with designated critical defense housing areas Similar 
the HHFA, through its Office of Community Fa ties Services as pre 
assistance to critical areas for the advanced plan ) { ties and se ee 
rhe Cummittee has also provided special attention to thi ed for crit mat 
and equipment in critical areas 

On the basis of criteria and procedures developed by he committee at 
approved by ODM, the committee proceeded wit s certification prograr 
The record of its operation from March 13 until . 31, 1951, is as follow 
Total request received ver 300 
Cases certified 12 
Cases not certified er 100 
Cases pending 156 
The cases not certified included areas in which no significant defense or military 
impact existed or was imminent Others were withdrawn after initial inquiry 
or where the requests resulted from misinformation coneerning the purpose of 


r 
the Critical Areas Committee. It is significant to note that a number of con 
munities that could not meet the eriteria for designation as critical areas were 
stimulated to meet their own problen 

On July 31, 1951, ODM directed the committee t suspen ail pending certif 








cation actions until procedures could be worked out for the administratior 
the new rent control provisions of the Defense Productior \ct as amend 
Under these provisions, the Seere of Defense a Direc Defe 
Mobilization jointly eertify a locali vy as a critical defense housing area, and 
this action is taken, rent control must be instituted fe a rental housing aecon 
modations without execeptior 

In view of the growing urgenev for action on eritical areas, the Office of De- 
fense Mobilization on zed ested ( ! é 
to review and make ree onm irv and previously cer 
critical areas that met contr ) f 1 Def 
Production Act amen: interit lires ‘ pro- 
cedures had not heen ¢ 1 | ) 1 
tion of militarv areas was transferred from the committ ot Depar 
of Defense 

Between August 29 and September 25, 1951, the committee reviewed and re 
mended for certificat i under Public Law 96 of the 1] V-Se( 1 ( gress 14 
areas on which the evidence was conclusive Twenty-three. areas wel 
ferred to the Department of Defense es military aree ci 
August 29 instruetions All other cases on which a findir could be made did 


not meet the criteria for certification et this time 

On September 25, 1951, the committee was further authori ed by ODM t 
consider certification and recertification of areas for the benefits of the Defens 
Hou ‘ ; 
credit relaxation for home builders, suthorizes FH A to insure mort es in eritical 
areas with ereater consideration for essential defense needs; provides additional 
financial aid to municipalities for expansion of community facilities: and author- 
izes direct Government construction where private enterprise and local govern- 


ing and Community Facilities Aet of 1951 This aet provides further 


ment are unable to carry the load. The provisions of this act clearly contemplate 
continuing check on progress in providing housing, community faciliti 1 
services in e@reas designated as criticel and the taking of appropriate steps i ie 


event thet requirements are t being met 





} . a~ Fics : : oe ate 
Under the above authorization tl committee r imended cer ( } 
13 areas. There is currently » backlog of nesrly 200 requests for de 

as critical aress of whiel t estimated that 50 to 75 | 


can be assigned to the Department of Defense 


90761—51 
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On the basis of a $60 billion a year defense program, it is estimated that 200 
to 300 areas will need special Federal attention under the critical areas program. 
The extent of the program will increase greatly if the defense program is further 
expanded. Housing, community facilities and services must be put on the same 
timetable with defense production and military mobilization or there will be 
serious delays, congestion, and inefficiencies in urgent programs in critical areas. 


Manpower 


During the past year the programing operations of DPA have ineluded various 
specific steps to assure that manpower considerations were given due weight. 
Manpower requirements and resources were taken into full account before pro- 
graming the expansion of productive capacity and supply and before authorizing 
production programs requested by claimant agencies. 

In implementing the manpower aspects of its programing functions, DPA has 
worked closely on the policy level with the Manpower Policy Committee and the 
Labor-Management Manpower Policy Committee, established by the Director 
of Defense Mobilization, In order to obtain the data necessary for estimating 
the manpower impact of program decisions, DPA has developed a cooperative 
working arrangement with the Defense Manpower Administration of the Depart- 
ment of Labor. 

bap provide the manpower needed for expanded production, productive capac- 
ity, and materials supply, it will be necessary in many instances to expand housing, 
eee facilities, power, water, transportation, and other localized resources. 
DPA collaborates with manpower agencies in developing eeautnte information 
on manpower requirements and resources and on expected migration of workers 
and their families in order that the necessary housing and community facilities 
can be provided. 

Instances will arise in which manpower shortages, inadequate training, Armed 
Forces inductions, labor disputes, excessive turn-over or absenteeism, poor labor 
utilization, unfavorable wage rates, bad working conditions, or unsatisfactory 
management-labor relations interfere with defense production. While primary 
responsibilitv for dealing with these problems rests with other agencies, DPA 
works with them in seeing that necessary action is taken. 

All delegate agencies have been requested to obtain the views of the Depart- 
ment of Labor when considering applications for plant expansion in areas that 
might be termed critical. Representatives of the Defense Manpower Adminis- 
tration sit as voting members on the DPA Requirements Committee and Program 
Adjustment Committee. Estimates of manpower impact were prepared with 
the cooperation of the Department of Labor in connection with program determi- 
nations for the first quarter of 1952, particular attention being given to the effects 
of cut-backs in metal use for consumer durable goods and construction materials. 


APPENDIX 


EXECUTIVE OFFICE OF THE PRESIDENT, 
OFFICE OF DEFENSE MOBILIZATION, 
Orrick OF THE DIRECTOR, 
Washington 25, dD. tc. August 14, 1951. 
Hon. MANLY FLEISCHMANN, 
Administrator, Defense Production Administration, 
: Washington 25, D. 


Dear Mr. FLeIsScHMANN: Following an extensive series of discussions among 
the various governmental agencies concerned with the tax amortization program, 
I am issuing the attached directive, which will be effective upon its publication in 
the Federal Register. This directive, as you know, represents a position which 
has the general agreement of each ageney concerned. 

The tax amortization program has proved to be of great value in accomplishing 
the steps thus far taken to provide the industrial expansion required for our 
mobilization effort. The bulk of the certificates issued have gone to necessary 
expansions of facilities for the production and fabrication of basic materials, 
facilities for military production, and facilities for related production efforts. 
The benefits of this program have been widespread geographically and have 
encouraged expansion on the part of many small producers as well as the larger 
corporations. 
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At no point in this program has the Government indicated that the granting 
of a tax amortization certificate guaranteed the timely allocation of critical mate- 
rials needed to proceed with the facility. Nevertheless we should maintain a 
1easonable balance between the granting of tax amortization certificates and our 
material situation. 

The extremely tight situation in the availability of critical materials, such as 
structural steel, makes it unlikely that new facility construction beyond that now 
planned can proceed for several months except for the most urgent projects. 
In the light of this situation I am hereby requesting you to effect a general 
moratorium on the granting of additional tax amortization certificates for a period 
of at least 60 davs, beginning August 18. 

In my judgment there should be a minimum of exceptions to the general 
moratorium. In your discretion, however, exceptions may be made for urgent 
cases in the following categories: 

(a) Requests for amortization which expire September 23 in accor 
with the provisions of the act. 

(b) Requests for amortization of facilities urgently required for production 
of specific military end items. 

(c) Requests for amortization of facilities urgently required for the expan- 
sion of critical raw materials 

(7) Requests for amortization of facilities required to round out urgently 
needed expansion projects now underway. 

e) Requests for amortization which will not require amounts of critical 
materials in excess of standards recently prescribed by you for f: tv con- 
struction or where the amount of critical material needed is very small b 
will result in a substantial contribution to the mobilization effort. 








This moratorium will afford an opportunity for a complete review of adminis- 
trative procedures and of the criteria on which certificates should be granted ane 
percentages determined. During the early stages of the mobilization progran 
it was essential to get the expansion of facilities underway as rapid possib 
and the present material shortages were not a factor As we move ¢ r to the 
realization of our expansion goals within specific cate es, S| 1 hter r 
standards and adhere to specific rules wherever possibl 
generally lower percentages of amortization, alth« f 
instances which will not fit this pattern. 

The directive calls for a review of certificates already granted to determine the 
portion of the amortization permissible for tax purposes that it is appropriate 
to allow as a cost in the negotiation of Government contracts I expect DPA 
to organize this work in cooperation with the Department of Defense and the other 
procurement agencies. This review will call for the exercise of a great deal of 
experienced judgment. You may find it desirable to enlist a special expert staff 
for this purpose. The review of the actions already taken should provide useful 


guides to the improvements in administrative procedure that we should look 
forward to in the future 
The directive calls for close coordination of all the financial incentives provide 
by the Government for facilities expansion, We must insure that incentives are 
not duplicated and that the Government does not support poor credit risks in 
cases where other businesses which are in a sound financial position can und 
the needed expansion at less cost to the Government. 
Sincerely, 
CHARLES I. WiLson, 
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DMQ-11 
August 14, 195! 


EXECUTIVE OFFICE OF THE PRESIDENT 
Orrick OF DEFENSE MOBILIZATION 
Defense Mobilization Order No. 11 


I LICY DIRECTIVE GOVERNING THE ISSUANCE OF TAX AMORTIZATION CERTIFICATES 

NDER SECTION 124A OF PHI INTERNAL REVENUI CODE, AND DEFINING THE 

EXTEN' PO WHICH ACCEI RATED AMORTIZATION CAN BI ALLOWED AS A COST 
IN NEGOTIATED CONTRACT PRICING 


By virtue of the authority vested in me by Executive Order 10193 of December 
6, 1950, it is he reby ordered as follows 

1. To assure consistency between the granting of necessity certificate and 
s shall be granted only for facilities 
nined by the Defense Production 





the determination of expansion goals, certifica 
ision goals deter 


istration to be necessary to meet established requirements 





that are included within expat 


‘ 


Certificates of necessity for tax amortization shall be based on a percentage 
ts the best available estimates of post-five-vear period usefulness and 


la renee 





iditional incentives to the minimum amount deemed necessary to secure the 
needed eXpansion 

3. The determination of amortization percentages shall be closely related by 
the Defense Production Administration to the provision of other financial incen 


tives by the Government to encourage the construction of facilities, such as direct 





Government loans, guaranties, and contractual arrangements The objective 
hall be to use these incentives separately or in combination to secure the needed 
expansion at minimum cost to the Treasur\ 

1. For purposes of effective administration the Defense Production Adminis- 


ay establish percentage certification patterns for individual industries. 


tration n 





These shal) provide a basis from which adjustments upward or downward shall be 
made on account of special factors such as size of enterprise, extent of integration, 
promotion of competition, new or improved technology, geographical location, 
ind the relative Expansion needed. A major objective of this procedure will be 
to re that individual firms will not be unduly benefited or prejudiced, as they 


would be by the flat application of industry-wide percentages 
5. The Defense Production Administration shall assure that the need for 
ttern established bv the National 


tt 


dispersal of facilities in accord with the new pa 
Security Resources Board and approved by the President is adequately recog 


red when certificates are granted 
6. For purposes of cost computations in negotiated contract pricing acceler- 
! 


ated amortization shall be allowed only to the extent that the percentag certified 


is bas a on an estimate of post 5 vear period usefulne ss Pereer tages of amorti- 


ation attributable to other incentives shall not be inel ided as an element of cost 


contract pricing 
7. The Defense Production Administration, in cooperation with the procure- 


nent agencies coneerned, shall 


imortization actions which, under the policy statement above, will affect nego 


immediately undertake a review of those tax 


tiated contract pricing with a view to determining the part of percentages that 
should be eonsidered as costs with respect to certificates already granted. On 
the basis of this review, procedures shall be established for similar determinations 
with respect to certificates to be granted in the future. 
8. This order shall take effect on August 14, 1951. 
OFFICE OF DEFENSE MOBILIZATION, 
CHARLES W. WILson, Director. 
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DPA ACTIONS 


PERCENT 


DENIALS 


- - eat n Mp pesbeenabeyan nuke arson 


“. PERCENT OF APPROVALS » 
“of OF TOTAL ACTIONS. 





913 22 30 6 13 S53. 30 7 14 21 25 ~ ih. © 23.2 16 30 i8 
MAR APR MAY JUNE JULY AUG 


1951 


CERTIFICATES OF NECESSITY 
STATUS AND ACTIONS BY DELEGATE AGENCIES AUGUST 18, !95! 


ji KPPROVED 


NX 





Es AGENCY 


INTERIOR AGRICULTURE 


o 
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b 


COMMERCE 
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Certificates of necessity status of actions by delegate agencies as of Aug. 18, 1951 





Total Commerce DTA Interior Agriculture 
Status 

Num-, Per- Num-) Per- Num-; Per- |Num-) Per- |Num-) Per- 
ber | cent | ber | cent | ber | cent | ber | cent | ber | cent 
Total filed 13, 036! 100.0 9,242) 100.0) 1,811! 100.0! 1,566) 100.0 417; 100.0 
Approved 3,328) 25.5) 2,387) 25.8 436; 24.1 409; 26.1) 96; 23.0 
Denied ; 1,580; 12.1) 1,229) 13.3 99 5.5 118 | 134; 32.1 

Pending 
In agency . 6,516; 50.0) 4,628) 50.1) 1,044) 57.6 727; 46.5 117; 28.1 
In DPA! 1,612; 12.4 998, 10.58 232; 12.8 312} 19.9 70; 16.8 
Percent distribution ..|13, 036! 100.0 9,242; 70.9) 1,811) 13.9 1,566) 12,0 417) 43.2 


Approved by agency: Awaiting final approval by DPA 





CERTIFICATES OF NECESSITY 
TRENDS AND STATUS OF APPLICATIONS 


NUMBER = CUMULATIVE 

16,000 —————— spanish ecigsalialaanilhen 
NOT YET REFERRED 
TO DELEGATE AGENCY 





RECEIVED Saal yy’ 


Tl 


12,000 





6,000 


4,000 











16. 


Nor 
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As of Received Filed Approved Denied Pending 
Jan. 30-.... ( 2, 201 268 
Feb. 16 ( 3, O8O 416 
Feb, 23 3, 247 447 
Mar. 2 ( 3, 666 493 ) ( 
Mar. 9 4, 053 578 76 } 399 
Mar. 13 4,176 585 93 3. 498 
Mar, 22 5, 983 4, 581 686 117 3, 778 
Mar. 30 6, 893 5. 280 K54 140 4 286 
Apr. 6 7, 67 6, 121 148 043 
Apr. 13 §, 154 6, 879 247 5 629 
Apr. 23 8, 408 7, 796 I 280 6, 430 
Apr. 30 8, 644 8, 321 i 300 6, 874 
May7 8, 902 8, 583 l 5 318 7, 030 
May l4 9, 135 8 798 1, 337 69 7, 092 
May 21 9, 335 9, 021 1, 438 424 7, 159 
May 25 9, 649 », 15. l 70 502 7, O81 
June 4 9, 872 9, 408 1, 671 589 7.149 
June 11 10, 160 ), 686 1, 810 71 7. 163 
June 18 11, 020 ), 865 Ole 41 6. 908 
June 25 11, 686 10, 182 56 70 7,056 
July 2-.. 11, 985 10, 821 2, 321 1. 065 7, 43 
July 16.. 13, 013 11, 229 669 1, 247 7,31 
July 30_. 13, 147 11, 730 2, 969 I 0 7,391 
Aug. 13 13, 678 12, 943 19 $ 8, 287 
Aug. 18 13, 900 13, 036 8 | 80 8, 128 
1 Not available, 
CERTIFICATES OF NECESSITY 
TOTAL FILED THROUGH AUGUST 18, I95! 
MILLIONS OF DOLLARS 
24,000 
18,000 
MISCELLANEOUS 
12,000 PROOUCTS & SERVICES 
PUBLIC UTILITIES 
TRANSPORTATION 
AND STORAGE 
FINISHED PRODUCTS 
6,000 
BASIC MATERIALS 
PRODUCTION AND 
FABRICATION 
0 0 - on Mh lmcncdblihlbdihibdmmununedtbaaaadaada 


FILED APPROVED DENIED PENDING 
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( ) L tot fl throug! | q. 18, 19. 
\ u n thousand dolla 
I 1 Al oved Der 1 I 1 
I 
Nur Nu Num Nun 

ber | Amoun hye Amoun he Amount ‘et Amount 

4,528 12, 484, 121 308 5, 824, Oe 1s 4 oO. } 6, 202. 158 
j 1 Awe 678, 465 1,214!) 1. 204 ~ { 140. 497 Rt l 13. ¢ 

i 2, { 4 4 » OSD iN # } Via 121 142. 0 { 24 O7 
| 1 47 539 ‘ 17 GOR rn” 11 { 1 1. 086. 116 
So 1,219.8 260 + 4 NU XQ 1, OSS 606, 232 

t 0 7 S' 9 286.8 nA l 8 128 43 





CERTIFICATES OF NECESSITY - PROPOSED INVESTMENT BY INDUSTRY 
GROUP — CERTIFICATES ISSUED THROUGH AUGUST 18, 1951! 


MILLIONS OF DOLLARS 











6000 -_-— 
4500 
3000 
i800 
° 3 
BASIC MATERIALS FINISHED TRANSPORTA- PUBLIC MISCELLANEOUS 
*ROODUCTION AND PROOUCTS TION ANO UTILITIES PRODUCTS ANO 


FABRICATION STORAGE SERVICES 





Co 
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Ce cate of nece j by ndu ry @ LD 1 th " { q. 1 10° 
" 
Bas material rod t \ ‘ 45, $24, OF 24 1s 6s 
Finished products 1, 204 s S48, | ; 
ransportation and 
Public utilities Is 
M llaneous products and ser 6,74 2 
ital &6. 8 

P Ogres toward ¢ npletto CO 

througn June 3). JY 2 é co fro? ’ } é ] } 

\ i ‘ 
i } 
lr ‘ ‘ 
Mar 
VM s | Millie Pe 1M Pe Mf Percent 

Textile-mill product $f $2 i3 $4.4 28 $8. { 
Pulp mills 88.3 { 22 2.9 2s 7 
Paper and board mills 140. 4 l ’ 23. 7 
Alkalies and chlorines 85. 1 21.2 ll 1.2 { 25 
Industrial organic chemicals 170.4 10. ¢ ( 22 {8 
Synthetic fibers 160. 9 F ‘ , ” 
Industrial organic chemicals, n. e. « 148. 1 20.4 14 f 2 64.1 i 
Petroleum refining 446.7 (2.8 lf ns 22 12 28 
Blast furnaces 183. ¢ 43 9 n 1 ‘ 0 
Stel works and rolling mill 1, 759.8 27¢ lf 108. 2 2 H). ¢ t 
Aluminum Lf - 9 ‘ 
Welded and heavy riveted pipe 231.2 21.1 } 2¢ l j 8 
Aircraft 25. 4 17 & 
Aircraft engi $ 52. 4 $ { } 
Aircraft part quipmet t 7 2 2 4 7.4 ; 
Railroads, lin at 822. 2 223.9 2 $12 2 4 
Electric light 4 $ i 5 179.8 
All other 1,214 188 , os 

Grand total 6, 996. 8 85. 3 l4 1, (24 . 4, 404.4 
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TOTAL FACILITIES EXPANSION 


UNDER CERTIFICATES OF NECESSITY 
ISSUED THROUGH JUNE 30,195| 


BILLIONS OF DOLLARS 








8 
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ALUMINUM 


The importance of this program lies in increasing our ability to produce any 
given program of aircraft production. While this program is not as far along 
as the iron and steel program, 14 percent is expected to be in place as of September 
30. The program has received its full allocations of structural steel in the fourth 
quarter of 1951. To emphasize inter relationsiip, the final achievement of a 
high rate of aluminum production is dependent on electric power production. 


ALUMINUM EXPANSION 


MILLIONS OF DOLLARS 
600 


ACTUAL 
EST, -—-— 


450 


VALUE OF 
PROJECTS SCHED. 


FOR COMPLETION 
300 


150 





IQ 2Q 3Q 4Q IQ 2Q 3Q 4Q IQ 2Q 3Q 4Q 1Q 2Q 
——_ 1951 — —— 1952— _ —— 1953 — -1954- 
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BLAST FURNACES 


While the blast furnace expansion program is far smaller than steel works 
expansion, it is of key importance if we are to obtain the means to operate steel 
mills Che completion of these works is being pushed and they have been given 
a high priority for structural steel allocations, so that their completion may be 
phased with the completion of steel works, 


BLAST FURNACES EXPANSION 
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STEEL WORKS AND ROLLIN MILLS 


Steel works and rolling mills are the largest single seetor covered by 
of necessity. The demands made by this program upon the 
country should not be underestimated. It is not merely a questior 
required for construction and the production of the necessary machinery and 
equipment. It is also a question of providing enough ore, scrap, coke, limestone, 
et al., to put these facilities into productive operation Phe 
the present scrap drive is indicative of this situation. 

Producers of steel-making equipment must support a rate of expansion in 1952 
three times that of any previous vear. Steel-making machinery is extremely 
heavy, which makes subeontracting difficult and expensive Much of t 
chinery must be “tailored” to specific requirements. 8 
installation may be encountered 


STEEL WORKS & 
ROLLING MILLS EXPANSION 
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CHEMICALS 

This program tends to be an important factor as a base for other programs. 
Chemicals are used in coke ovens, in synthetic rubber, in explosives, and in ferti- 
lizer and insecticides—to name but a few. Thus the accomplishment of chemical 
plant expansion has implications both for defense and for peace. 


CHEMICALS & ALLIED PRODUCTS 
EXPANSION 


MILLIONS OF DOLLARS 
1000 
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VALUE OF PROJECTS 
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PETROLEUM 
Whilethis program for increasing petroleum refining facilities is only a portion 
of the total oil picture, it is of key importance in providing the increased require- 
ments for the defense program. It places considerable demand upon the produc- 
tion%of highly technical equipment. International developments could affect the 
total size of this program. 


PETROLEUM REFINING EXPANSION 
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Defense Production Act 
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Aluminum expansion 27, 400 
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vanding 
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Government. 
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im sheet 7, 3M 
smporary arrangement whereby sheet was 
xccepted in lieu of pig for the stockpile in order 
to maintain labor in fabricating plants which 
would have had to shut down for lack of raw 
materials. Sheet will eventually be replaced 
by pig 
Castor beans 1 ”) 
Underwriting of possible losses to Commod 
Credit Corporation arising out of resale of 
castor oil to be produced from domestic castor 
beans 
Cobalt and nickel 13, 641 
Procurement contract, National Lead ( 
Cobalt-Nickel Reduction Co., Fredericktown, 
Me 
\ op t 
Pre 1ent contracts 
American Smelting & Refini Co., Silve 44,419 
Bell mine, P 1 County, Ariz 
Phelps- Dodge Corp., East Bisbee Orebody, 19, 500 
Bisbe Ar 
National Lead Co., Santander M Peru *422 
Copy ( ‘ Mir Co., Gila County *3, 400 
4) 
I fund to purcha yn. fore irket wi) 
esell a y or stockpil 
XV f [pM Ww) 
Procur ‘ ontra r high-conduct ty 
cop 
Flu ir procurement contracts 
Ozark Mahoning Co., Jackson County, Colo *1 040 
Fal Fluorspar Mines, Inc., Mineral County *1, 131 
\ 
Gum, turpentine, and ro OO) 
} he purchase of these items by Depart 
Agriculture in order to insure the 
inneling of these searce items into defense 
i nse-supporting programs 
Iron and steel serap "> OOO 
R lving fund for purchase and resale of 
reig cra} 
Kenal 6, OOO 
his is a fiber which can be substituted for 
jute Fund will encourage planting and pro 
duction of kenaf in Latin America and in the 
United States of America 
Lead 
Pur ase and resale 2, RAt 
Procurement contract, National Lead Co *3, 400 
‘ sider u e, Peru 
] i | purchase program 5m (MM) 
Machine | *180. 000 
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GSA 
reached 


negotiations 
impasse 
99 


Aug. 
Draft of letter of intent 
submitted to con 
tractor by GSA. 
Action suspended at 
request of represen- 
tative of company 


Under negotiation by 
GsA 

Operation held iT 
ibeyance by DPA 
order 

lo be canceled 

Under negotiation by 


GSA 

Do 

Program under way 
in Department ¢ 
Agriculture 
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Program in 
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Program under way in 
GSA 





REPORT OF JOINT COMMITTEE ON DEFENSE PRODUCTION 43 


Status of purchase programs for Government use or resale under sec. 303 of the 
Defense Production Act—Continued 








Co Date tifik 
' nt ) 4 A 
Thous 
Manganese, procurement contracts Ju H ) l tract } 
International Mining Corp., Deming, N. Mex S 64 3 ul , 
rea : t t 
ng investigated by 
GSA 2 
Butte Philipsburg, Mont 200 «= «Ju 97 1951 | Draft letter intent 
repared by GSA 
Manganese, Inc 6,250 | June 28,19 Under contract | 
GSA 
Minerals exploration 19, OO Feb. 28,1951 | Under way in Depart 
Domestic exploration, development an nt of the Int 
mining of strategic and critical metals and 
minerals rhe Government matches in vary 
proportion funds supplied by applicant 
will repay such I nt n the event 
project is successful 
Molybdenum 0 30 | June 29, 1951 Under contract by 
Procurement contract, Climax Molybdenum GSA 
Corp 
Nickel 1,680 | July 11,1951 | Program under way 
Revolving fund for purchase and resale GBA. 


Platinum 900 
Revolving fund for purchase and resal 
Rubber 200, OOO lec. 27.1951 Do 
Revolving fund to purchase natural rubber 
ind resell to private industry or the stockpilk 


rin 
Procurement contract with United States Tin l 0 | Mar. 16,1951 Under contract by 
Corp to develop 1 deposit of tin in Alaska Mar. 26, 1951 
Revolving fund for tin procurement in world 83, 500 b. 23,1951 | P yperat 





Fe | 

market May 24,1951 
Pitaniur 

Procurement contract, Titanium Metals ¢ rp 5, 000 July 19,1951 Letter of intent issued 


Under way in GSA 
Program under way in 
Department of Agri 


Purchase and resale program *5, 000 Au ce 


lung oil: procurement contract 66 June 19 








lungsten 


Fund to guarantee domestic floor-price of (0, OOO fa xO, 19 Program under way in 
$63,000 a short-ton unit for the next 5 year Apr. 2 5 GSA 
lay 24,19 
Revolving fund to purchase on foreign market &, O50 Mar 2 1951 do 
and resell to industry or the stockpile July 1951 


Zinc: procurement contract 


Appalachian Mining Co , SAM) Apr 4, 1951 Under ntract by 


Vinegar Hill Zine Co 1, 750 Tune 20.195] do 
American Zinc Co., Jefferson County, Tenn +, 284 io Letter of intent ued 
by GSA, 
Eastern Smelting & Refining Co., Moundsvill 4, SU i Under negotiation by 
W.Va GpbA 
National Lead Co., Santander mine, Peru *14, 006 Au 20, 1951 Actio suspended at 
juest of esenta 
i mp y 
Volean Mines Co., Lima, Peru *912 Aug 1,195] Letter of intent issued 
by GSA 
International Minerals & Metals Corp *A72 i do... wie 
Mexican ore to be smelted in the United 
States 
Purchase and resale 4.275 Aug. 16,1941 | Program under way in 
GDA, 
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CURRENT LIST OF STRATEGIC AND CRITICAL MATERIALS FOR STOCKPILING 


The following materials may be acquired for stockpiling through purchases : 
pursuant to section 3 (a) and by transfer of Government-owned surpluses pursuant 7 
to section 6 (a) of Public Law 520, Seventy-ninth Congress: 

1. Aluminum 37. Kyanite 

2. Antimony 38. Lead ; 
3. Asbestos, amosite 39. Magnesium ; 
1. Asbestos, chrysotile 40. Manganese ore, battery grade ' 
5. Asbestos, crocidolite 11. Manganese ore, chemical grade 
6. Bauxite, metal grade 42. Manganese ore, metallurgical grade 
7. Bauxite, refractory grade 13. Mercury 
8. Beryl 14. Mica, muscovite block, good stained ‘ 
9, Bismuth and better 
10. Bristle, hog 15. Mica, muscovite film 
11. Cadmium 16. Mica, muscovite splittings 
12. Castor oil 17. Mica, phlogopite splittings 
13. Celestite 18. Molybdenum 
14. Chromite, chemical grade 19. Nickel 
15. Chromite, metallurgical grade 50. Opium 
16. Chromite, refractory grade 51. Palm oil 
7. Cobalt 52. Platinum group metals, iridium 
18. Coconut oil 53. Platinum group metals, platinum 
19. Columbite 54. Pyrethrum 
20. Copper 55. Quartz crystals 
21. Cordage fibers, abac& 56. Quinidine 
22. Cordage fibers, sisal 57. Quinine 
23. Corundum 58. Rare earths 
24. Cotton, extra long staple 59. Rubber, crude natural 
25. Diamonds, industrial 60. Sapphire and ruby 
26. Feathers and down, waterfowl 61. Shellac 
27. Fluorspar, acid grade 62. Silk 
28. Fluorspar, metallurgical grade 63. Sperm oil 
29. Guayule seeds and seedlings 64. Tale, statite, block 
30. Graphite, amorphous limp 65. Tantalite 
31. Graphite, crucible grade 66. Tin 
32. Graphite, lubricant and packing 67. Tungsten 
grade 68. Vanadium 
33. Hvyoscine 69. Vegetable tannin extract, chestnut 


34. Jewel bearings, instrument jewel 70. Vegetable tannin extract, quebracho 
except V jewels 71. Vegetable tannin extract, wattle 
35. Jewel bearings, sapphire and ruby 72. Wool 
V jewels 73. Zine 
36. Jewel bearings, watch and _ time- 
keeping device jewels 


ECONOMIC STABILIZATION AGENCY 


Economic STABILIZATION AGENCY, 
OFFICE OF THE ADMINISTRATOR, 
Washington 25, D. C., October 11, 1951. 
Hon. BurNeT R.- MAYBANK, 
Chairman, Joint Committee on Defense Production, 
Senate Office Building, Washington, D. C. 


DeAR SENATOR Mayspank: In Mr. Johnston’s absence, I am replying to your 
letter of September 28 requesting certain information concerning ESA activities 
being conducted under the authority of the Defense Production Act, as amended. 

The Economie Stabilization Agency was established September 9, 1950, by 
Executive Order 10161, as the ‘new independent agency” required by section 403 


of the Defense Production Act for the purpose of administering price and wage 
controls. As now constituted it consists of a small central coordinating office, 
known as the Office of the Administrator, and four major operating constituents, 
namely, the Office of Price Stabilization, the Office of Rent Stabilization, the 
Salary Stabilization Board, and the Wage Stabilization Board (see chart, 
attachment A). 
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We have assigned the major operating responsibilities to agencies which might 
be compared to operating subsidiaries and they have been given the kind of 
authority which they need to operate. At the same time, the Administrator 
established a small policy and management office, called the Office of the Admin- 
istrator. The job of this Office is to help the Administrator develop over-all 
policies and programs for the Agency and see that they are applied by the operating 
affiliates. We also undertake to set common standards for the management and 
administrative functions of the associated agencies to make sure there is generally 
uniform application of accepted procedures of efficient Government administration. 

It is the policy of the Administrator to delegate operating authority to the 
constituent agencies to the fullest practicable extent consistent with his ultimate 
responsibility for the conduct of the Agency’s activities in a reasonable and 
efficient manner. The authority delegated to the constituent agencies is exercised 
within the framework of general policies prescribed by the Administrator and 
subje ct to program and policy review by the Office of the Administrator. 

Summary statements of the operations of each of the constituent agencies, in 
response to your letters addressed to them individually, are attac ‘ ed hereto 
(attachments B, C, D, and E). Additional information concerning the Office of 
the Administrator is included below. The numbers correspond to the nnied 
paragraphs in your letter to Mr. Johnston dated September 28. 

1 and 2. All programs conducted by the Economic Stabilization Agency are 
conducted by and through the individual constituent agencies, under the central 
coordination and policy guidance of the Office of the Administrator. Each 
constituent is responsible for the phase of stabilization indicated by its title. 
Descriptions of these programs are included in the respective attachments. 
With the exception of the Office of Rent Stabilization, the authority for all of the 
stabilization programs derives from the Defense Production Act, as amended, as 
implemented by Executive Order 10161 of September 9, 1950; Executive Order 
10200 of January 4, 1951; Executive Order 10233 of April 21, 1951; and Executive 
Order 10281 of August 30, 1951. Authority exercised by the Office of Rent 
Stabilization is derived from Executive Order 10276 of July 31, 1951, as amended by 
Executive Order 10293 of September 29, 1951, which derives from an amendment 
to the Housing and Rent Control Act of 1947, which amendment was included 
in the Defense Production Act amendments of 1951. 

3. Factual summaries of each of the stabilization programs for which the ESA 
is responsible are found in the attachments. Cooperative operations—principally 
through joint representation on interdepartmental or interagency groups—are 
maintained with a large number of agencies, including all of the Cabinet depart- 
ments and most of the defense and emergency agencies, since the st¢ vbilizs ition 
program impinges upon nearly every aspect of the Federal Government’s opera- 
tions. 

4. Factual statements on the degree of effeetivenss or completion of the con- 
stituent programs are included in the attachments. 

5. Industry Advisory Committees are maintained in the Office of Price Stabili- 
zation only. A discussion of these committees is included with the OPS material. 

6. As of October 3, 1951, the staff of the Office of the Administrator, ESA, 
consisted of the following: 


Classified employees - ; a 64 
Consultants (without compe nsation) _ 4 
Consultants (compensated when actually employed) Z 1] 
Employee on loan (reimbursable) ] 


ae me Baie 80 


Comparable data with respect to the constituent agencies will be found in the 
attachments. 

In addition to the four major constituent agencies whose programs are described 
in the attachments, mention should be made of the Railroad and Airline Wage 
Board which was established on September 27, 1951. This Board was established 
in accordance with the provisions of the amended Defense Production Act, which 
require that wage stabilization for rail and airline workers shall be handled through 
a separate Board having jurisdiction only over employees subject to the provisions 
of the Railway Labor Act. A statement concerning the proposed program of this 
new Board is included as attachment.F. The members of the Board other than 
the chairman have not yet been appointed. 
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We trust that this information will meet vour needs. If additional material 
is desired, or there is any other wav in which we can be of further assistance, 
please let us know 

Sincerely yours, 





Rautpew D. Herzen, Jr., 
Assistant Administrator (Operations 
Enelosures: 

ESA Attachment A—Organization chart of Economic Stabilization Agency. 
ESA Attachment B—Report of Office of Price Stabilization. 

ESA Attachment C—Report of Office of Rent Stabilization 

ESA Attachment D—Report of Salary Stabilization Board. 

ESA Attachment E—Report of Wage Stabilization Board. 

ESA Attachment F—Information coneerning Railroad and Airline Wage 

Board, 





OFFICE OF PRICE STABILIZATION 


OFFrIce OF PRICE STARILIZATION, 
Orrice or DrrecToR, 
Washington 25, D. C., October 10, 1951. 
Hon. Burnet R. MAyYRANK, 
Chairman, Joint Committee on Defense Production, 
United States Senate, Washington, D. C. 

DEAR SENATOR MaAyRANK: I am transmitting herewith the summarv of oper- 
ations of the Office of Price Stabilization from its orizin to October 1, 1951. This 
is in response to the request which we received in your letter of September 28, 
1951. 

If the committee desires additional information on the operations of the com- 
ponent offices of the agency, I shall be very glad to provide it. 

Sircerely yours, 
MicuakE. V. DISALLE. 


SUMMARY OF OPERATIONS OF THE OFFICE OF Pri i STABII IZATION TO OCTORER l 
1951 


’ 


The invasion of the Republic of Korea on June 25, 1950, made clear to the 
American people that this Nation needed a much higher level of preparedness to 
assure national security and peace. 

The Congress responded to this need with the Defense Production Act of 1950, 
which was approved September 8 

To embark on a vast defense-production program at a time when the national 
economy already was operating at record levels carried with it a serious threat of 
inflation. 1 

The Congress, therefore, in the Defense Production Act provided measures for 
maintaining our economic strength while building the national security 

The activities of the Office of Price Stabilization are an integral part of the eco 
nomic stabilization program provided by Congress in the act. 

The primary function and main program of the Office of Price Stabilization is to 
maintain a stable price structure and to safeguard the interests of consumers and 
producers, while furthering defense production, 

To achieve this purpose, a number of integrated activities are required to sup- 
pert price operations, such as public information, industry advisory committees, 
cooperative activities with other Government departments and agencies, as well 
as an enforcement arm. 


AUTHORITY FROM WHICH ACENCY DERIVES ITS POWERS 


Ceiling price regulations 

Title IV and title VII of the Defense Production Act of 1950 (Publie Law 774, 
Sist Cong.) conferred certain powers upon the President with respect to price and 
wage stabilization. 

The law gave the President wide powers for the control of prices and wages 
and for the allocation of materials. It also contained certain limitations and 
exceptions. Specifically, it limited the euthority to impose ceilings on agricul- 
tural commodities and on products manufactured and processed in whole or 
substantisl part from farm commodities. It specifically exempted from ceilings 
real property, professional services, materials furnished for publication by press 
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We trust that this information will meet your needs. If additional material 
is desired, or there is any other wav in which we can be of further assistance, 
please let us know. 

Sincerely yours, 
Rautenw D. Herzen, Jr., 
Assistant Administrator (Operations 

Enclosures 
SA Attachment A—Organization chart of Economic Stabilization Agency. 
ISA Attachment B—Report of Office of Price Stabilization. 

ISA Attachment C—Report of Office of Rent Stabilization 

ISA Attachment D—Report of Salary Stabilization Board. 

ISA Attachment E—-Report of Wage Stabilization Board. 

ISA Attachment F—Information coneerning Railroad and Airline Wage 
Board, 
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OFFICE OF PRICE STARILIZATION, 
Orrick or DrRecTOR, 
Washington 25, D. C., October 10, 1951. 
Hon. BurNET R. MayYRANK, 
Chairman, Joint Committee on Defense Production, 
United States Senate, Washington, D. C. 

Dear SENATOR Mayrank: I am transmitting herewith the summary of oper- 
ations of the Office of Price Stabilization from its orizin to October 1, 1951. This 
is in response to the request which we received in your letter of September 28, 
1951. és 

If the committee desires additional information on the operations of the com- 


ponent offices of the agency, | shall be very glad to provide it. q 
Sincerely yours, ¢ 
Micuaku V, DISALLE i 

SUMMARY OF OPERATIONS OF THE OFFICE OF PRICE STABILIZATION TO OCTOBER 1, ‘ 
1951 3 


The invasion of the Republic of Korea on June 25, 1950, made clear to the 
American people that this Nation needed a much higher level of preparedness to 
assure national security and peace. 

The Congress responded to this need with the Defense Production Act of 1950, 
which was approved September 8. 

To embark on a vast defense-production program at a time when the national 
economy already was operating at record levels carried with it a serious threat of 
inflation 

The Congress, therefore, in the Defense Production Act provided measures for 
maintaining our economic strength while building the national security 

The activities of the Office of Price Stabilization are an integral part of the eco- 
nomic stabilization program provided by Congress in the act. 

The primary function and main program of the Office of Price Stabilization is to 
maintain a stable price structure and to safeguard the interests of consumers and 
producers, while furthering defense production. 

To achieve this purpose, a number of integrated activities are required to sup- 
port price operations, such as public information, industry advisory committees, 
cooperative activities with other Government departments and agencies, as well 
as an enforcement arm. 


AUTHORITY FROM WHICH ACENCY DERIVES ITS POW ERS 


Ceiling price regulations 

Title IV and title VIT of the Defense Production Act of 1950 (Publie Law 774, 
Sist Cong.) conferred certain powers upon the President with respect to price and 
wage stabilization. 

The law gave the President wide powers for the control of prices and wages 
and for the ellocetion of materials. It also contained certain limitations and 
exceptions. Specifically, it limited the euthority to impose ceilings on agricul- 
tural commodities and on products manufactured end processed in whole or 
substantiel pert from farm commodities. It specifically exempted from ceilings 
real property, professional services, materials furnished for publication by press 


; 
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associations or feature services, books, magazines, motion pictures, and newspapers; 
radio, television, theaters, outdoor advertising, insurance rates, rates of common 
carriers and public utilities, and commodity exchange margin requirements 
These powers were extended and, to some extent, modified by the Defense Pro- 
duction Act amendments of 1951 (Publie Law 96, 82d Cong These powers 
were delegated to the EFeonomie Stabilization Administrator by Executive Order 
LOLGI 15 F. R. 6105 $v General Order No. 2 (16 ] R the EKeonomiec 
Stabilization Administrator redeleg: the Director of Price Stabilizatior 
he functions with respect to price vhich had been delegated t 
him by Executive Order LOI61. 
Veat-distribution regulation 

The slaughter-registration program of OPS is conducted pursuant to sectior 
101 of title I of the Defense Production Act of 1950. That section conferred 
authority on the President to make allocation of materials Insofar as food is 
concerned the President’s allocation authority was delegated to the Secretary of 


Agriculture by Executive Order 10161 (15 F. R. 6105 By Defense Food Dele- 
gation No. 4 (16 F. R. 1272), the Secretary of Agriculture redelegated the authority 
to allocate meat to the Economic Stabilization Administrator. This authority 
was redelegated to the Director of Price Stabilization by General Order No. 5 
of the Economic Stabilization Administrator (16 F. R. 1273 

Prior to Julv 31, 1951, the OPS program consisted of (a) registration of author- 
ized slaughterers, and (b) determining egllocations for registered slaughterers. 
Section 101 was modified by the Defense Production Act amendments of 1951, 
which added the following sentence: “No restriction, quota, or other limitation 
shall be placed upon the quantity of livestock which may be slaughtered or 
handled by any processor.’’ Subsequent to July 31, OPS has continued the 
registration program but not the allocation prog 





ram 


PHE PRICE STABILIZATION PROGRAM 


The program carried out by the Office of Price Stabilization can be best described 
by considering each of four successive phases through which it has gone since the 
enactment of the Defense Production Act of 1950 


Phase I. Up to the general price freeze 


By early September, when the act became effective, the speculative wave of 
inflation set off by the invasion of Korea had already taken a heavy toll. The 
index of sensitive commodity prices had risen 25 percent. The weekly wholesale 
price index had advanced 8 percent. The Defense Production Act, however, gave 
authority for compulsory price control only to the extent that stabilization could 
not be obtained through voluntary action. Consequently, on September 9 the 
President urged consumers, business, manufacturers, and farmers to exercise 
restraint in their buying and selling. . 

Immediately after the enactment of control authority, prices did soften as the 
course of the war in Korea became more favorable. No immediate need for con- 
trols seemed indicated. After the Chinese intervention at the end of November, 
however, prices again started to rise and positive action had to be taken. On 
December 18, 1950, a set of voluntary pricing standards was issued by the Eco- 
nomic Stabilization Agency 

The market pressures were so intense by that time, however, that they could 
not be checked by a voluntary program. The general price level continued to 
advance sharply. Those companies which were attempting to hold down prices 
were caught in a squeeze resulting from higher costs of labor and material. It 
became clear that compulsory price control was imperative. 

On January 24, 1951, therefore, ESA issued its General Order No. 2, creating 
the Office of Price Stabilization and delegating the functions of stabilizing prices 
to the Director of the newly created office. 


Phase II. The institution of direct price control 


Two days later, on January 26, 1951, the Office of Price Stabilization issued its 
general ceiling price regulation freezing prices of most goods and services. 

Simultaneously, the Economie Stabilization Agency established wage and salary 
controls. 

It was fully recognized that there was a need for price regulations geared to the 
needs of individual industries. The price-stabilization program must do more than 
simply halt price increases within the rigid limits of a general freeze. While the 
price program must provide stability, it must allow movements of individual 
prices to facilitate essential military and civilian production. 
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The development of such regulations required intensive study and analysis. 
The staff available in January 1951 was very small and could not effectively cope 
with this task. 

However, the Office of Price Stabilization, after consultation with affected 
industries, began issuing a series of interim regulations that would serve as @ 
bridge between the inflexible general freeze and the more effective stabilization 
that could be achieved by “tailored” regulations. 


Phase III. Development of flexible price control 

The enormity of this task, however, combined with the urgency of remedying 
the distortions resulting from the general freeze, made it essential to take certain 
interim steps on abroad scale. Accordingly, a series of broad general regulations 
was issued. These included CPR 7, dealing with retail consumer prices; CPR 22 
manufacturers’ general ceiling price regulation; CPR 30, dealing with machinery 
and related manufactured goods; and other regulations embodying the same 
general principles dealing with such products as textiles, apparel, and shoes. 

While the general retail regulation was intended to be permanent in character, 
though subject to necessary adjustment and progressive improvement, the manu- 
facturers regulations were explicitly designed as interim measures which could 
form a bridge between the prices established by the general freeze and those 
which would ultimately be set by appropriately tailored regulations taking into 
consideration the peculiarities and needs of individual industries. 

Phase IV. Toward more effective stabilization 

Even while work was under way on these interim regulations, considerable 
progress was made in the direction of the ultimate objective of establishing 
appropriate tailored regulations. The desirability of basing price control upon 
such tailored regulations is obvious, because of the great diversity among Amer- 
ican industries. A tailored regulation covers only a reasonably uniform segment 
of industry and thus can take into account its particular economic situation, its 
cost-price relationships, its operating conditions, and its accounting methods. 
To the extent possible, tailored regulations have been issued, and will continue 
to be issued. Specific dollars-and-cents prices will be established for individual 
commodities wherever possible. 

The process of shifting from interim regulations to tailored regulations has been 
delayed by the uncertainties surrounding the extension of the Defense Production 
Act and the need for subsequent legislative clarification of the limitations under 
which price control must operate. For example, while Congress has been engaged 
in this clarification, OPS has found it necessary to postpone indefinitely the 
mandatory effective date of such regulations as CPR 22 and CPR 30, though 
individual manufacturers may elect to come under the provisions of these regu- 
lations. 

Nevertheless, substantial progress has been made. Up to September 30, 1951, 
63 tailored regulations have been issued: 9 cover raw materials; 27 cover com- 
modities sold by manufacturers; 26 apply to commodities sold at wholesale and 
retail; and 1 sets ceilings for services. 


MAJOR PRICE ACTIONS 


In addition to the general ceiling price regulation, 79 ceiling price regulations of 
all types have been issued; 110 supplementary regulations, 300 amendments, 
12 revisions, 9 collations, and 18 general overriding regulations have been issued. 

The commodities and services covered and those exempt from price control are 
summarized in appropriate grouping in appendix 1. 

In addition, the following general actions were taken: 


General interpretations eifthctbiian ile rom 
Interpretations to GCPR__- e suk? ae 
Interpretations to supplemental regulations 3 
Interpretations to general overriding regulations ‘ i | 
Interpretations to CPR’s Saas 57 

93 
Delegations of authority___- 22 


(This figure covers the basic delegations only. There have 
been a number of amendments issued in addition to redelega- 
tion to the regions.) 


Price procedural regulation _ ______- eee See ie ie 
Distribution order PER ron tes appar Rina Os aah tee, ‘ 
Enforcement procedural regulation. _______- se eile Uhaha meee 4 








REPORT OF JOINT COMMITTEE ON DEFENSE PRODUCTION 49 


Effective administration of its regulations has been of primary concern to the 
agency. Arrangements for adjustments of all kinds, cases of individual hardship 
and applications for individual prices must also be made. To the extent possible, 
this operation is being decentralized. Increasing responsibility is being delegated 
to the field offices which are closely in touch with the pulse of business in their 
individual regions and districts. 

(This aspect of the agency’s work is summarized in appendix 2.) 


EFFECTIVENESS OF PROGRAM 


The effectiveness of the Office of Price Stabilization program in curbing in- 
flationary pressures and restoring orderly markets may be judged from the 
following: 

1. Raw material prices.—Between the invasion of Korea and January 26, 1951, 
the BLS 28 Spot Commodity Index advanced 46 percent. Since the issuance of 
the general freeze this index has fallen about 17 percent. 

2. Wholesale prices.—Between the invasion of Korea and the general freeze, 
the BLS Monthly Index of Average Wholesale Prices rose almost 18 percent. 
Since the general! freeze they have declined 3 percent. 

3. Consumer prices.—Between the invasion of Korea and the general freeze, 
the BLS Index of Consumer Prices for large cities advanced 8 percent. Since that 
date it has remained virtually stable—rising only about | percent. Moreover, this 
increase occurred largely because of higher prices for services and rents, most of 
which are excluded from OPS jurisdiction. 

Key components of the national-defense effort have been affected by price 
stabilization. For example, between the outbreakof Korea and the general freeze, 
the price of metals and metal products rese nearly 9 percent. Since that time, 
metals prices have not advanced at all. Between the invasion of Korea and 
January 26, 1951, building materials advanced 13 percent. Since the general 
freeze they have declined more than 2 percent. Chemicals advanced about 30 
percent from June 1950 to the general freeze. Since that time they have declined 
nearly 5 percent. 

Until the issuance of the general ceiling price regulation, both businessmen and 
consumers were bidding prices up violently. With the general freeze, panic 
buying came to a halt and the trend was toward confidence and moderation. 

It is obvious that these results could not have been obtained by pricing actions 
alone. Heavier taxes and restrictions on credit which had been previously put 
into effect also materially aided in restricting consumer demand. 

There were other factors: Understanding and support from the general public, 
cooperation and compliance from business and industry, and close coordination 
with departments and agencies of the Government, especially those concerned with 
the defense effort, have been essential to the success of price stabilization. 

Where voluntary compliance with Office of Price Stabilization rules and regula- 
tions fail, effective enforcement of the Office of Price Stabilization program is vital 
to price stabilization. 

The success of the over-all program for price stabilization, therefore, is a good 
measure of the effectiveness of those integrated activities which contribute to the 
over-all price program. 


Office of Public Information 


The Office of Public Information is responsible for informing business, trade, and 
industry, as well as labor, consumers, and the general public of the regulations, 
actions, and policies of the price-stabilization program. 

An important function of the Office is to provide businessmen, industrialists, and 
merchants copies of regulations, simplified guides, and other material on how 
OPS regulations operate. This function helps business and industry to operate 
under the price program and is essential in obtaining voluntary compliance. 

To further public understanding of price stabilization, this Office issues factual 
information through the daily press, radio, television, magazines, and trade 
publications, and through organized groups and others requesting information on 
OPS operations. 


Office of Enforcement 


The task of effecting compliance with a program as vast and complex as this 
one must rely, to a great extent, upon voluntary compliance on the part of a large 
majority of businessmen. 

The main object of our enforcement policy is to protect honest businessmen 
against unfair competition and the consumer against gouging. Effective enforce- 








50 REPORT OF JOINT COMMITTEE ON DEFENSE PRODUCTION 


ment of price regulation also prevents diversion of supplies from normal and 
legitimate trade channels. 

We must deal with willful and flagrant violetors, and deal with them severely 
and promptly. However, no effective enforcement program can overlook viola- 
tions of a less flagrant nature. These may contribute as much to increasing costs 
as willful violations. 

The enforcement arm of OPS is not interested in building a record of violations. 
It is ipterested only in effecting maximum compliance with minimum resort to its 
enforcement powers, and with minimum inconvenience to business and consumers. 

In the past, the Office of Enforcement recognized that a reasonable opportunity 
had to be afforded the business community to familiarize itself with price regula- 
tions and to adjust to them. In this period, the main activity of this office was 
to conduct investigations covering many thousands of businesses of different 
kinds. These investigations were intended primarily to determine whether com- 
pliance with our regulations had been effected; to assist, so far as feasible, honest 
businessmen willing to comply in obtaining an understanding of their obligation 
and in adjusting their records and pricing methods to their new obligations under 
the law. During this period a number of actions were nevertheless instituted 
against obviously willful violators. 

We have now entered the period when widespread investigations must. be fol- 
lowed, when necessary, by the imposition of formal sanctions. 

For example, a Nation-wide campaign to enforce meat-price controls was 
initiated on August 17, 1951. As a result, a series of court actions, injunctions, 
and investigations of alleged overweighing and false grading are in process. 

This effort was intensified last September—practically all OPS enforcement 
agents participating—to find out whether slaughterers have been recouping their 
losses by selling, at illegal prices, livestock bought at over-ceiling prices. Over 
200 violations have been uncovered in more than 50 cities. 


Cooperation with other agencies of the Government 

The price-stabilization program is an integral part of the Nation’s defense- 
production program. Price actions must be taken to achieve necessary defense 
production with consideration for the over-all national economy and the needs 
of consumers. It is the policy of the Office of Price Stabilization to cultivate and 
encourage cooperative activities with all governmental departments and agencies, 
especially those having defense and defense-supporting activities. 


Office of Industry Advisory Committees 


Industry advisory committees are of paramount importance in the operations 
of OPS. This program, specifically authorized by the Defense Production Act 
of 1950, has been in operation, on a formal basis, since January 8, 1951. Full 
discussion with the Antitrust Division of the Department of Justice preceded the 
formulation of policies regarding these committees. 

Each industry advisory committee reflects, as far as possible, the charac- 
teristics of the industry it represents. For instance, if by the yardstick used in 
a particular industry, 50 percent of the firms which compose it are ‘‘small,” 
then 50 percent of the committee members must come from ‘‘small’’ firms; if a 
certain percentage of the businesses are located in a general area, the same per- 
centage of committee members should come from that area. Obviously, it is not 
always possible rigidly to follow such formulas. But it is adhered to as closely 
as possible. 

Within the limitations provided by the nature of their individual responsibilities, 
all defense agencies cooperate to the fullest possible extent in their committee 
programs. OPS endeavors to nominate the same committee members as other 
defense agencies having related programs. The 26 committees advising our 
Food Division have identical membership with those of the Department of Agri- 
culture; all of our fish committees are shared by the Defense Fisheries Administra- 
tion. We agreed with the National Production Authority on 80 identical com- 
mittees, and appointed them. While such identical membership is not always 
feasible or practical, we favor it wherever possible. 

The response of the American industriai community to this program has been 
truly remarkable. Of more than 7,000 firms whose officers have been invited to 
participate, only one has refused to serve on the grounds that the firm opposed 
price controls as such. 

OPS has now 440 industry advisory committees and 28 permanent subecom- 
mittees. <A total of 553 meetings have been held to date. 
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A new procedure, approved bv the Department of Justice, to enlist the help 
of local trade cooperating committees has been established and is now ready to 
be sent to the field. 


Consumer interests 


To safeguard the interests of the consumers, to obtain their advice, and to 
help them to understand and cooperate with the Office of Price Stabilization, a 
Consumer Advisory Committee has been appointed. This committee is com- 
posed of representatives nominated by large national organizations. These 
representatives serve as individuals and without compensation 

To date the committee has studied the operations of the Office of Price Opera- 
tions: the Office of Economie Poliev: the Office of Public Information: the Office 
of Industry Advisory Committees; the Office of the Chief Counsel; the Livestock 
and Meat Distribution Braneh, Food and Restaurant Division: the Office of 
Field Operations, and the Office of Enforcement. 


’ nt 
Small business 


To safeguard the interest of small business and to gain their cooperatiot 
Director designated one of his assistants to aid him with problems relating to 
small business. The Director also appointed an intraagency committee to recom- 
mend procedures and standards for small business operations within the Office of 


Price Stabilization, 

These standards and procedures were approved and issued by the Director on 
August 1, 1951. Following these standards, small-business representatives were 
appointed by regional and district directors in each of the 103 regional and district 
offices. 


Minority group participation 

To insure participation of the so-called minority groups in the price-stabiliza- 
tion program and the cooperation of the thousands of businesses owned or operated 
by members of these groups, the Director has appointed an assistant whose main 
duty is to assist the agency to achieve full participation of these groups in every 
phase of OPS activities. 


Labor policy 


An adviser on tabor questions with the title of assistant to the Director was ap- 
pointed on July 6, 1951. His duties are to recommend new poiicies and changes 
in existing policies calculated to protect the interests of working people a 
sumers; to maintain liaison between OPS and the trade-union movement for the 
purpose of interpreting and explaining the policies and programs of one to the 
other; and to assist in the coordination of OPS policies and programs affecting the 
interests of working people with those of other agencies of the Government dealing 
with similar and related problems. 


S con- 


PERSONNEL 


At present OPS is maintaining a national office in Washington, D. C., 14 regional 
offices and 89 district offices. 

As of October 1, 1951, there were a total of 11,166 persons employed by OPS. 
Of this total, 2,529 were in the national office; 2,221 in the regional offices, and 
6,416 in the district offices. Included in the national office figures are 47 consult- 
ants paid only when actually employed and 84 employees serving without com 
pensation. 

The OPS is governed by the same personnel regulations and standards common 
to the executive branch as a whole. Its positions are filled in accordance with 
Civil Service Commission regulations and subject to surveillance and inspection 
by the Civil Service Commission. Attorney positions in OPS, as in other Federal 
agencies, are excepted from the usual competitive requirements of the Civil Serv- 
ice Commission. 

The record shows that the results thus far obtained by the Office of Price Stabili- 
zation are most encouraging. 

At the present time a considerable number of commodities are selling below 
ceiling prices, particularly textile products and consumer durable goods. But 
every indication points toward grave dangers of inflation once the defense program 
moves into full production. 
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This reflects in large part the reaction from the overbuying during the period 
preceding the general freeze. At the same time, pressures against price ceilings 
continued to be intense in many areas of the economy—notably metals, industrial 
metal products, chemicals, and other defense-related goods; meats and some other 
foods. In the absence of ceilings, goods of this kind would have risen considerably 
in price, raising both the cost of the defense program and the cost of living to 
consumers. Higher living costs in turn would have intensified pressures upon 
the wage ceilings. 

With. the step-up in defense production and with increased restrictions on the 
output of many kinds of civilian goods, market pressures must be expected to 
become more general and more intense and OPS ceilings will become increasingly 
important in holding prices in check. 

he Office of Price Stabilization will continue to give its best effort, under the 
authority provided by Congress, to preserve and safeguard the strength and 
soundness of the American economy during the emergency mobilization period 


APPENDIX 1 
{Date as of September 30, 1951] 


OUTLINE OF REGULATION COVERAGE FOR COMMODITIES AND SERVICES! 


PART I. COMMODITIES AND SERVICES UNDER PRICE CONTROL 


Phase II. Freeze Regulation (GCPR) and Supplementary Regulations: 
A. Raw materials sold by producers: All controlled commodities except coal, 
petroleum, cotton, wool, livestock, and northeastern pulpwood. 
B. Commodities sold by manufacturers: 

1. Food and kindred products: Meats, sausage, and lard (except 
dry sausage and sterile canned meats); fish and seafood (ex- 
cept canned); dried and other processed eggs; baby foods; 
flour and feed products; bread, cake, and similar ‘“‘perishable’’ 
bakery products; chewing gum, beverages, and ice. 

. Tobacco products. 
. Certain textile-mill products—processed-wool fibers and soft- 
surface floor coverings. 
Lumber and wood products (except furniture and fixtures). 
Certain chemicals and allied products, including drugs and 
cosmetics. 
Coke, coal chemicals, and coke oven gas. 
Leather and leather cut stock. 
Certain building materials—portland cement, calcined gypsum 
plasters, lime, paving mixes, and roofing granules. 
. Primary metals and metallic alloys, oxides, and byproducts. 
Lead pencils. 
. Certain iron and steel products—wire rope and ties, nails, roofing, 
siding, welded pipe, and rails. 
. Glass containers and closures (except rubber and novelty). 
. High-speed tool steels containing tungsten. 
. Rolled, drawn, or extruded metal products not further fabricated. 
. Secondary metals (except lead and aluminum). 
. Metal powders (except tungsten). 
C. Commodities sold at wholesale and retail and services: 
Drugs, cosmetics, chemicals, and rubber products. 
. Paper, certain printed products, lumber and wood products. 
. Building materials, glass, and containers. 
Fabricated metal products, except machinery and related prod- 
ucts. 
Automobiles and equipment. 
Used machinery, automobiles, and equipment. 
Tobacco, beverages, ice, confections, and nuts. 
. Flour and grain-mill products, bread, cakes, and other perishable 
bakery products, and feeds. 
9. Fish and seafood, poultry, and dairy products. 
10. Transportation and metal-working services. 


2 
3 
4. 
5. 
6. 
v 
8. 
9 
0. 
1 
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! Not including regulations applying exclusively to Territories and possessions. 
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Phase III. Interim Regulations: 
A. Raw materials sold by producers: None. 
B. Commodities sold by manufacturers: 

1. Wool yarns and fabrics (CPR 18). 

2. General manufacturers’ regulation (CPR 22): Includes appli- 
ances, furniture, building materials, certain processed foods, 
hardware, tires and other rubber products, most chemicals, 

paper and paper products, and many textile — 

‘ eo and related manufactured goods (CPR 30): Includes 
in addition to afl types of machinery and industfial equipment, 
forgings, screw machine products, stampings, fabricated 
structural steel shapes, plates, and bars, and transportation 
equipment (except passenger automobiles). 

4. Cotton varns and fabrics (CPR 37). 

5. Shoes (CPR 41). 

6. Apparel (CPR 45). 

C. Commodities sold at wholesale and retail, and services: None. 
Phase IV. Tailored Regulations: 
A. Raw materials sold by producers: 
1. Bituminous coal (CPR 8). 
. Anthracite coal (CPR 4). 
. Upland cotton (CPR 8). 
Bunker coal (CPR 21). 
. Livestock (CPR 23). 
Crude petroleum (CPR 32). 
Wool and related fiber (CPR 35). 
. Pulpwood, Northeastern States (CPR 38). 
Pulpwood contract logging (CPR 48). 
B. Commodities sold by manufacturers: 
Passenger automobiles (CPR 1). 
. Cattle hides, kips, and calfskins (CPR 2). 
Coal briquetes, charcoal, and fuel processed from anthracite or 
bituminous coal (CPR 3, CPR 4). 
Fats and oils (CPR 6). 
. Household soaps and cleaners (CPR 10). 
. Rice (CPR 12). 
— gasoline, fuel oil, and liquefied petroleum gases (CPR 
17) 


WIM orm oN 


x 
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. Tungsten concentrates (CPR 19). 
. Tungsten metal powder, ferrotungsten, and other tungsten prod- 
ucts (CPR 33). 
. Marine feed products (CPR 39). 
. Certain canned fruits and vegetables (CPR 42, CPR 55, CPR 56). 
. Woodpulp (CPR 49). 
. Gum resin and gum turpentine (CPR 52). 
. Secondary lead (CPR 53). 
. Secondary aluminum (CPR 54). 
. Antifreeze (CPR 57). 
. Reclaimed rubber (CPR 58). 
. Castings (CPR 60). 
9. Private-brand tires and tubes (CPR 62). 
. Lubricants (CPR 63). 
. Canned salmon (CPR 65). 
. Asphalt and asphalt products (CPR 66). 
. Brass mill products (CPR 68). 
. Sintered tungsten carbide products and mixed powders (CPR 
72). 
. Canned and frozen soups (CPR 75). 
. Glassine and greaseproof papers (CPR 76). 
. Agricultural liming materials (CPR 77). 





54 REPORT OF JOINT COMMITTEE ON DEFENSE PRODUCTION 


C. Commodities sold at wholesale and retail, and services: 
Tron and steel scrap (CPR 5). 
. Apparel, appliances, furniture, musical instruments, dry goods, 
notions, housewares (retail only) (CPR 7). 
Restaurants (CPR 11). 
. Petroleum products (CPR 13). 
Dry groceries (CPR 14, CPR 15, CPR 16). 
Naphthas, gasolines, fuel oil, and petroleum products (CPR"17). 
. Beef (CPR 24, CPR 25, CPR 26). 
. Lake coal dock operators (CPR 27). 
. Cotton, linen, and underwear cuttings, when sold to paper mills 
(CPR 28). 

. Serap ere eae (CPR 29). 

. Imports (CPR 3 

. Services (CPR 38, 

. Used steel drums and reconditioniiy services (CPR 36). 

. Burlap (CPR 40). 
5. Zine scrap (CPR 43). 

. Copper scrap and copper-alloy scrap (CPR 46). 

. Brass mill scrap (CPR 47). 

. Lead serap (CPR 53). 
9, Aluminum scrap (CPR 54). 

. Antifreeze (CPR 57). 

. Scrap rubber (CPR 59). 

. Exports (CPR 61). 

. Tire mileage (CPR 64). 

. Machinery and related manufactured goods (CPR 67). 

. Rental of commercial motor vehicles (CPR 70). 

. Pork (CPR 74). 


CONS RO Ne 


PART II. COMMODITIES AND SERVICES EXEMPT FROM PRICE CONTROL 


_ 


. Real estate, finance, insurance, public utilities, common carriers (GCPR, 
GOR 14). 

. Private sales (GCPR). 

. Animal and vegetable products when sold by the producer, except Upland 

cotton, wool, livestock, soybeans (GCPR). 

Fresh fruits and vegetables, seeds, certain oil seeds and nuts (GCPR). 

Fresh fish, seafood and game, frozen fish and shellfish (GCPR). 

. Dried figs, raisins, and prunes when sold by the producer (GCPR). 

. Sugarcane, sugar, and liquid sugar (GCPR). 

. Nursery and floral products (GCPR). 

. Poultry (except turkeys, chickens, and ducks) and feathers, except geese 
feathers (GCPR). 

. Stamps, coins, paintings, other objects of art, Indian and Eskimo handicraft 
objects, commodities made prior to 1850, antique automobiles, precious 
stones and jewelry (GCPR, GOR 4, GOR 6, GOR 9 

. Books, magazines, periodicals, newspapers, and motion pictures (GCPR). 

. Dimension and building stone, monuments and memorials, architectural terra 
cotta (GOR 9). 

3. Raw mica, mica parts, tangsten ores, raw asbestos, beryl ores, chrome ores, 
cobalt ores and metals, columbite-tantalite ores, natural graphite, kyanite 
= — ores, manganese, domestic mercury, acid-grade fluorspar 

x 9). 

. Sales by Goodwill industries, blind-made products, CARE relief packages, 
Scouts, Future Farmers, Campfire Girls, Salvation Army, Veterans Canteen 
Service (GOR 6, GOR 11). 

5. Luxury foods and food products (GOR 7). 

Experimental chemicals, crude botanical drugs (GOR 3). 

. Sphygmo-oscillometers (GOR. 5). 

. Cotton, linen, and underwear cuttings sold to other than Ee mills, adver- 
tising book’ matches, stamped envelopes and paper (GO GOR 8). 
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19. Sales of job printers having less than $50,000 annual sales volume (GOR 8). 

20. Driving, booming, and rafting of pulpwood in the Northeast (GOR 8). 

21. Anthrafilt and seacoal facing (GOR 12). 

22. Barber shops and beauticians; professional services; advertising; educational 
and certain amusement services; drilling of oi] and gas wells; shoe shining; 
stevedoring; and other services specifically covered (GOR 14). 

Certain sales of military items in connection with defense contracts (GOR 9), 


APPENDIX 2 
INDIVIDUAL PRICE ACTIONS 


Total receipts through Aug. 31, 1951! 


National 


— Field offices 


Total 


Adjustments... -- - : % : 2, 469 1, 067 | 1, 402 
Authorizations ; 1, 864 | 1, 802 62 
Determinations with « time limit. ‘ . 108, 834 108, 817 17 
WU iit ice teams ; a 1, 722, 942 63, 354 1, 659, 588 


| Definitions: 

Adjustment: An increase in an established ceiling price or a revision in an established margin or ratio, 
authorized by order of OPS on the basis of an application filed in accordance with and under conditions 
specified in a regulation. 

Authorization: A ceiling price or pricing method established by order of OPS in response to an application 
submitted by the seller in accordance with provisions of and under conditions specified by a regulation. 

Determination with a time limit: A determination of a ceiling price under a regulation, filed by the seller 
with OPS, which may be used by the seller after a specified time unless OPS takes action by order to modify 
or disapprove the ceiling price. 

Filing: A report of a base period or current ceiling price, pricing method, or transaction filed with OPS, 
which constitutes notice to OPS as required by a regulation but which does not require approval, by action 
or inaction, of OPS before effectuation. 
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PRICE INDEXES OF CONSUMER, WHOLESALE AND SPOT PRIMARY MARKET COMMODITIES 


(indexes; June 1950 = 100) 


SPOT MARKET PRICES 


i. 


__ GENERAL PRICE 
FREEZE 


CONSUMERS’ PRICES 


—_————_ 1980 —______—_ 198) - HY 


SOURCE: Besed on dete from Bureew of Leber Stotistics 
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OFFICE OF RENT STABILIZATION 


OFrFIcE OF RENT STABILIZATION, 
Washington 25, D. C., October 8, 1951. 
Hon. Burner R. MaysBank, 
Chairman, Joint Committee on Defense Production, 
Washington, D. C. 


My Dear Mr. Cuarrman: In the absence of Mr. Woods, I have your letter of 
October 2 requesting information for the committee report required by section 
712 (b) of the Defense Prohuction Act. In compliance therewith the following 
is submitted. 

As you know, the Office of the Housing Expediter was terminated as of July 31 
and the Office of Rent Stabilization established in the Economie Stabilization 
Agency in conformity with the law, Executive Orders 10276 and 10293, and 
General Order No. 9 of the Economie Stabilization Agency. The organization 
follows the general pattern of the predecessor agency, consisting of the national 
office which is primarily the policy-making unit, the regional offices which are 
small supervisory units, and the area rent offices which are the operating units of 
the organization. As of this date there are approximately 130 area offices and 
some 70 branch offices. 

As of September 30 employment figures are as follows: 


National office: 
Sauna URN ie ote ee Be Se ee 306 
aueeremiteent emiployees: (W. A.’ By os. sree cl ek 3 
Field offices: 
Full-time employees 
intermittent.employees (W. A: BB.).o. 22 cece eel eel 
Rent advisory board members (W. O. C.): 


Federal rent control is now in effect in 248 defense rental areas and covers more 
than 6% mill.on rental dwelling units. The authority from which the Federal 
rent control program is derived is contained in the Housing and Rent Act of 1947, 
as amended, Executive Orders 10276 and 10293, and General Order No. 9 of the 
Economic Stabilization Agency. Title II of Public Law 96, Eighty-second 
Congress, first session, Defense Production Act Amendments of 1951, continued 
the existing Federal rent control program with the following major changes: 

(1) Critical defense housing areas.—In any area which is certified to be a critical 
defense area by the Secretary of Defense and the Director of Defense Mobiliza- 
tion, rent control must be extended to all types of housing accommodations after 
credit Gdntrols have been relaxed to encourage housing construction. An inter- 
agency advisory committee on defense areas is gathering facts which will serve 
as @ basis for certifying areas around military installations and defense plants. 
As of October 8, 1951, rent control had been extended to all types of housing 
accommodations in the following critical defense housing areas: 

Huntsville, Ala. 

San Diego, Calif. 

Camp Cooke-Camp Roberts, Calif. 
Arco-Blackfoot-Idaho Falls, Idaho. 
Davenport, Iowa-Rock Island, Moline, Ill. 
Savannah River area, South Carolina, Georgia. 
Valdosta, Ga. 

Fort Leonard Wood, Mo. 

Borger, Tex. 

Brazoria, Tex. 

Tooele, Utah. 

Anchorage, Alaska. 

Fairbanks, Alaska. 

(2) Local option provisions.—Prior to August 1, 1951, the law permitted termi- 
nation of Federal rent control at the option of State or local governments. These 
provisions have been retained but the new law also provided for the establish- 
ment of limited Federal rent control in uncontrolled areas by action of State 
legislatures or local governing bodies. As of October 8, 1951, no States or locali- 
ties have acted to establish Federal rent control. 

(3) Increase in rents—Upon the filing of sworn statements, landlords may in- 
crease rents to 20 percent above their June 30, 1947, rents. Not all controlled 
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units are eligible for these increases, however, since adjustments granted for in- 
creased costs since June 20, 1947, act as offsets to the 20-percent increase. About 
400,000 increases were granted prior to August 1, 1951, under the so-called Chicago 
small landlord plan and since 1947 there have been several other formulas for 
increased cost adjustments which have resulted in about 1 million rent increases. 
Applications for the 20-percent increases were made available to the public on the 
day the legislation became effective. Preliminary reports indicate that by Sep- 
tember 25 area rent offices had received a total of about 1,031,311 applications, 
of which about 913,974 had been processed and 887,068 had been approved. The 
monthly increases authorized averaged $3.74 or 9.1 percent. 

(4) Penalties for improper evictions.—Under the amended law, a landlord who 
has unlawfully evicted a tenant is liable to him or to the Government for mone- 
tary damages. 

Sincerely yours, 
Joun J. MADIGAN, 
Acting Director of Rent Stabilization. 


SALARY STABILIZATION BOARD 


SALARY STABILIZATION Boarp, 
Washington 25, D. C., October 8, 1951. 
Hon. Burnet R. MAYBANK, 
United States Senate, Washington 25, D. C. 


Dear SENATOR MAyYBANK: In the absence of Dr. Raymond Allen, Chairman 
of the Salary Stabilization Board, I wish to give you, for the Joint Committee on 
Defense Production, the information requested in your letter of September 28, 
1951. The statements below correspond with the numbered elements of that 
request. 

1. The Salary Stabilization Board was established under General Order No. 8 
of the Economic Stabilization Administrator on May 10, 1951, and an amendment 
slightly modifying the administrative machinery was issued on June 21 by the 
Administrator. A copy of the order as subsequently amended in certain slight 
particulars is attached hereto as exhibit 1. 

As stated in the order, the basic authority for the establishment of the board 
ar from title 4 of the Defense Production Act of 1950 and Executive Order 

vo. 10161. 

2. Promptly upon issuance of the order, the Administrator appointed an 
Acting Executive Director to organize the Office of Salary Stabilization, the 
administrative arm of the Salary Stabilization Board. The Acting Executive 
re proceeded to organize the Office of Salary Stabilization and to reeruit its 
staff. 

On July 10, 1951, the Economic Stabilization Administrator appointed the 
members of the Board. Recognizing that the new members would be faced with 
the necessity of making policy, while confronted with an actual case load, the 
Administrator issued General Salary Stabilization Regulation No. 1 prior to the 
formal establishment of the Board. This regulation merely codified the existing 
general wage regulations, substituting terms and references, in order to confine 
the applicability of the new regulation solely to employees within the jurisdiction 
of the Salary Stabilization Board. A copy of this regulation is attached as 
exhibit 2. 

On August 17, the Board promulgated General Salary Stabilization Regulation 
No. 2 relating to profit sharing and other bonuses (exhibiting 3). On September 
12, General Salary Stabilization Regulation No. 3 was issued providing for 
compensation adjustments for individual employees (exhibit 4). Other regula- 
tions are being prepared for early publication. 

These regulations are, in general, self-administering and provide the ground 
rules whereby industry can exercise managerial discretion with a minimum of 
governmental interference within broad limitations to safeguard the ends of 
stabilization. 

Under General Order No. 8 the Salary Stabilization Board makes policies and 
issues regulations, while the Office of Salary Stabilization administers the regula- 
tions and acts on individual petitions submitted. 

The attached chart of organization (exhibit 5) and the reports of the Executive 
Director for June, 1951 (exhibit 6) and July-August 1951 (exhibit 7), present the 
administrative structure of the Office of Salary Stabilization and its progress in 
cairying out the program, 
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To enable the staff of the Office of Salary Stabilization to act on petition: from 
industry for approval of salary actions, the Board has given to the Executive 
Director a number of ‘policy criteria for interim action until further regulations 
are issued. With these policies, an increasing number of petitions for salary 
actions which do not fall within the issued regulations are being disposed of. 

To obtain the data necessary for the issuance of regulations in specialized 
situations such as steck options, salesmen’s commissions, compensation in the 
talent industries, and others, the Board has appointed special committees and 
panels of experts. It is a practice, also, to consult with industry regarding the 
necessity and the feasibility of proposed regulations. 

3. The Office of Salary Stabilization is now embarking on a program for 14 
regional offices. As yet, none have been established. he regional offices will 
relieve industry of the necessity of coming from every part of the country to 
Washington for answers to inquiries, for rulings, and for other information. 
They will also eliminate the advantage of large businesses which can send repre- 
sentatives to Washington or hire local agents to press their claims for approval 
of proposed salary actions. 

t is proposed that all petitions and inquiries be directed to the appropriate 
regional office, which will screen them for accuracy, completeness, and appli- 
cability. These offices may be able, in some degree, to act on such petitions. 
Definitive procedure has not yet been determined. 

I hope that this information meets your request. If there is anything further 
desired by the joint committee, I will be happy to furnish it, and to submit 
periodic reports in the future, as requested. 

Sincerely yours, 
Josepu D. Cooprr, 
Executive Director. 


Exutpir 1 
Economic STABILIZATION AGENCY GENERAL OrpeEr No. 8 (Amendment #1) 


MANUAL OF ORDERS , 
Date issued June 21, 1951 
Part I Date Effective June 21, 1951 


ORGANIZATION FOR SALARY STABILIZATION 


Section 3.01 of General Order No. 8, dated May 10, 1951, is amended to read ag 
follows: 

.01 Salary Stabilization Board.—There shall be a Salary Stabilization Board 
which shall consist of five public members, one of whom shall be designated as 
Chairman. The Chairman of the Wage Stabilization Board shall serve as an 
ex-officio nonvoting member of the Salary Stabilization Board, advising the Board 
in respect to the terms of Section 5.02 of this order. 

Also, the designation “Salary Stabilization Division” as used throughout the 
order is amended to read ‘‘Office of Salary Stabilization.” 


/s/ Ertc Jonnston, 
Eric Johnston, Administrator. 


Economic STABILIZATION AGENCY 
GENERAL OrpER No, 8 


ORGANIZATION FOR SALARY STABILIZATION 
Section 1. Purpose 
2. Legal Basis 
3. Organization 
4. Delegation of Authority 
5. Functions of the Salary Stabilization Board 
6. Functions of the Salary Stabilization Division 
7. Administrative Services 
8. Effect on Other Orders 


Section 1. Purpose 

.01 The purpose of this order is to establish a Salary Stabilization Board and a 
Salary Stabilization Division and to define their functions. 
Section 2. Legai Basis 


.01 The basic authority for the establishment of a program of wage and salary 
stabilization is contained in Title IV of the Defense Production Act of 1950 (P. L. 
774, 81st Cong.). This authority is implemented by the terms of Executive Order 
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No. 10161 of September 9, 1950; Executive Order No. 10182 of November 21, 
1950; Executive Order No. 10205 of January 3, 1951; and Executive Order No. 
10233 of April 21, 1951. 

.02. Executive Order No. 10161 of September 9, 1950 (15 F. R. 6105) author- 
izes the Economic Stabilization Administrator to define the internal organization 
of the Economic Stabilization Agency, 


Sec'ion 3. Organization 


.01 Salery Stabilization Board—There shall be a Salary Stabilization Board 
which shall consist of three public members, one of whom shall be designated as 
Chairman. The Chairman of the Wage Stabilization Board shall serve as an 
ex-officio non-voting member of the Salary Stabilization Board, advising the Board 
in respect to the terms of Section 5.02 of this order. 

.02 Salary Stabilization Division—There is hereby established a Salary Stab- 
ilization Division. The head of the Division shall be the Chairman of the Salary 
Stabilization Board. He shall be assisted by an Executive Director who shall be in 
charge of the Division in the absence of the Chairman. 


Section 4. Delegation of Authority 


.01 The functions delegated to the Economic Stabilization Administrator by 
the provisions of Part IV of Executive Order No. 10161 of September 9, 1950, 
as amended by Executive Order No. 10233, dated April 21, 1951, with respect 
to stabilization of salaries and other compensation of persons who are employed 
in bona fide executive, administrative, professional or outside salesmen capacities, 
as each of such terms is defined in Section 6.02 of this order and who in their 
relationships with their employer are not represented by duly recognized or 
— labor organizations, are hereby redelegated to the Salary Stabilization 

oard. 

.02 There is redelegated to the Chairman, Salary Stabilization Board, such 
authority of the Administrator under the Defense Production Act of 1950 pursuant 
to sections 902 and 903 of Executive Order No, 10161 of September 9, 1950, and, 
except as redelegation may be prohibited therein, such authority of the Adminis- 
trator pursuant to Executive Order No. 10182 of November 21, 1950, as amended 
by Executive Order No. 10205 of January 3, 1951, as is necessary to carry out the 
functions of the Salary Stabilization Board and of the Salary Stabilization 
Division. 

Section 5. Functions of the Salary Stabilization Board 


.01 Subject to supervision by the Economic Stabilization Administrator, the 
functions of the Salary Stabilization Board shall be to: 

1. Determine the substantive policies to govern the salary stabilization 
program, including basic salary stabilization regulations and orders; and 

2. Make such recommendations to the Economic Stabilization Adminis- 
trator regarding stabilization policies as it may deem appropriate. 

.02 In the exercise of its responsibilities and functions, the Salary Stabilization 
Board shall conform to the regulations, policies, orders and decisions of the Wage 
Stabilization Board to the fullest practicable, extent, to provide a uniform and 
coordinated program for the stabilization of all wages, salaries, and other com- 
pensation of employees under the jurisdiction of both Boards. 


Section 6. Functions of the Salary Stabilization Division 


.01 The Salary Stabilization Division shall have the following duties and 
functions: 

1. Regulations and Policies.—Administer and enforce the salary stabiliza- 
tion program in conformance to the established policies of the Salary Stabiliza- 
tion Board; 

2. Requests for Rulings.—-Receive requests for rulings concerning the 
application and interpretation of regulations, policies, and orders and make 
authoritative rulings thereon; 

3. Application for Approval and Adjustments.—Receive, process and make 
authoritative disposition of applications or petitions for approval of increases 
in or adjustment of such salaries where approval is required; 

4. Reports and Records.—Receive, process and take such action as may 
be necessary in respect to reports and records which may be required; 

5. Information and Education.—Formulate and conduct informational and 
educational programs to inform the public regarding the salary stabilization 
program; 
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6. Compliance.— Make authoritative determinations in respect to whether 
a salary payment is in contravention of law, regulations, or policies of the 
Salary Stabilization Board and take such action in respect thereto as may 
be authorized and appropriate; and 

7. Board Secretariat.—Provide necessary administrative staff and service 
facilities for the Salary Stabilization Board, including any panels which the 
Board may establish. 

.02 Definitton.—In applying the terms of Section 4 above, the terms ‘‘outside 
salesmen”’ and “bona fide executive, administrative, or professional capacity” 
shall have the same meaning as provided by regulations under Section 13 (a) (1) 
of the Fair Labor Standards Acts, as amended, except insofar as the Board, with 
the concurrence of the Chairman of the Wage Stabilization Board, may determine 
that certain categories of such employees properly should be under the jurisdiction 
of the Wage Stabilization Board. 


Section 7.. Administrative Services 


.01 The Salary Stabilization Board and Salary Stabilization Division shall 
share the administrative service facilities of the Wage Stabilization Board relat- 
ing to budget, fiscal, personnel, supply, space, and other administrative manage- 
ment matters. 


Section 8. Effect on Other Orders 


.01_ Any other orders or parts of orders the provisions of which are inconsistent 
with the provisions of this order are hereby superseded or amended accordingly. 
General Order No. 3 is specifically superseded to the extent that it is inconsistent 
herewith. 

[s] Eric JoHNSTON, 
Economic Stabilization Administrator. 


Economic STABILIZATION AGENCY 
WASHINGTON 25, D. C. 


For immediate release, Tuesday, May 8, 1951 (1 p. m.). 
From: Room 307, Lafayette Building. 


Establishment of new salary stabilization machinery, under a three-member 
‘eos Stabilization Board, was announced today by the Economie Stabilization 

ency. 

The order creating a Salary Board, signed by Eric Johnston, Economic Stabili- 
zation Administrator, specifies that the three members are to represent the 
general public. 

This action places the stabilization program for executive pay outside the 
18-member Wage Stabilization Board. The Wage Board is a tripartite group, 
ooepens of six members each from labor, management, and the public. 

The Salary Board, members of which will be appointed shortly, will be respon- 
sible for developing a stabilization policy affecting compensation of executive, 
administrative, professional, and certain sales and supervisory employees. 

In specifying the area of the Salary Stabilization Board’s jurisdiction, Mr. 
Johnson placed under the Board all “bona fide executive, administrative, profes- 
eee and outside salesmen’’ employees, as defined under the Fair Labor Stand- 
ards Act. 

Included under executive and administrative employees are management and 
some supervisory employees, with their staff personnel. Professional employees 
are those with full professional status, such as engineers and accountants. 

Outside salesmen, covered by the order setting up the new Board, are those 
employed away from the employer’s place of business, either on salary or 
commission. 

However, when employees in any of these categories are represented by recog- 
nized labor organizations in relations with employees, their pay falls under the 
jurisdiction of the Wage Stabilization Board. 

One of the three members of the new Board will be designated as Chairman. 
Dr. George Taylor, Chairman of the Wage Stabilization Board, will serve as a 
non-voting ex-officio member, in addition to the three regular members, to advise 
the Salary Board on the policies and regulations of the Wage Stabilization Board, 
with which the new Salary Board is expected to conform “to the fullest practi- 
cable extent.” 

Today’s order also establishes a Salary Stabilization Division, to be headed 
by the board chairman and an executive director charged with administering the 
policies of the Board 





REPORT OF JOINT COMMITTEE ON DEFENSE PRODUCTION 


Exuisit 2 
GSSR 1 
Juty 5, 1951 
Satary STABILIZATION BoarD 


Washington, D. C. 
TitLe 32A—NationaL Derenss, APPENDIX 


CHAPTER II--ECONOMIC STABILIZATION AGENCY 
[General Salary Stabilization Regulation 1] 


GSSR 1—SraBiuizaTIon oF SALARIES AND OTHER COMPENSA'TION OF PERSONS 
EMPLOYED IN Bona Five Executive, ADMINISTRATIVE, PROFESSIONAL, OR 
OvursipE SALESMEN Capacities, Not REPRESENTED BY LABOR ORGANIZATIONS 


Pursuant to the Defense Production Act of 1950 (Pub. Law 774, 8lst Cong.), 
Executive Order 10161 (15 F. R. 6105), and Economic Stabilization Agency 
General Order No. 8 (16 F. R. 4356), as amended (16 F. R. 5956), this General 
Salary Stabilization Regulation is hereby issued. 


STATEMENT OF CONSIDERATIONS 


This General Salary Stabilization Regulation is issued by the Economic Sta 
bilization Administrator in discharge of his responsibilities under the provisions 
of the Defense Production Act of 1950 and Executive Order 10161, and pursuant 
to Economic Stabilization Agency General Order No. 8, as amended. It is 
designed to stabilize salaries and other compensation of persons who are employed 
in bona fide executive, administrative, professional or outside salesmen capacities, 
as each of such terms is defined in section 6.02 of Economic Stabilization Agency 
General Order No, 8, as amended, and to effectuate the purposes and intent of 
said Statute and Executive Order and of said General Order o. 8, as amended. 
oo consideration has been given to the standards established by section 402 of 
the act. 


The purpose of this regulation is to incorporate in a single regulation pertainin 
solely to employees under the jurisdiction of the Salary Stabilization Boar 
the provisions of General Wage Stabilization Regulation 1 and of the General 
Wage Regulations applicable with —— to such employees. 

a 


Prior to the issuance of General e Stabilization Regulation 1 and of the 
General Wage Regulations, the Wage Stabilization Board distributed to repre- 
sentative labor and industry groups a series of questions, the answers to which 
would provide such Board with essential information for the development of 
wage stabilization policies. Thereafter, the Wage Stabilization Board conducted 
conferences which were attended by gg aceon of labor and industry, 
which presented their views respecting the development of wage stabilization 
policies. In the formulation of General Wage Stabilization Regulation 1 and 
the Wage Stabilization Regulations there was thus consultation with industry 
and labor representatives, including trade association and labor union repre- 
sentatives, and consideration was given to their recommendations. 

It is contemplated that this regulation will from time to time be supplemented 
and modified or amended by the Salary Stabilization Board as the Board develops 
its salary stabilization policy. The issuance of this regulation is not intended in 
any way to preclude the development of such policy by the Salary Stabilization 
Board. 

REGULATORY PROVISIONS 


Definitions. 

. Scope of this regulation. 

General stabilization of salaries and other compensation. 

Increase agreed to or determined and communicated on or before January 25, 1951. 

Compliance with statutes and orders establishing minimum rates of compensation. 

Increases in salaries and other compensation of state, county, municipal, and other non-Federal gov- 
ment pee se dy 

. Adjustments for individual employees. 

Increases in salaries and other eee to correct certain inequities. 

. Adjustments for employees of religious, charitable and educational organizations. 

. Cost of living increases provided by salary plans. 

. Salary schedules for new plants. 
. Tandem salary increases. 

13. Modifications and amendments. 

14. General Wage Regulations superseded. 


- AUTHORITY: Sections 1 to 14 issued under sec. 704, Pub. Law 774, 8ist Cong. Interpret or apply title 
IV, Pub. Law 774, 8ist Cong.; E. O. 10161, Sept. 9, 1950, 15 F. R. 6105. 


PEN Soper P 
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Section 1. Definitions. As used in this regulation: 

(a) The word “employees” shall mean persons employed in bona fide executive, 
administrative, professional or outside salesmen capacities. The terms “out- 
side salesmen” and ‘‘bona fide executive, administrative, or professional capacity” 
shall have the same meaning as provided by regulations under section 13 (a) (1) 
of the Fair Labor Standards Act, as amended, except insofar as the Salary Stabili- 
zation Board, with the concurrence of the Chairman of the Wage Stabilization 
Board, ma may determine that certain categories of such employees properly should 
be under t jurisdiction of the Wage Stabilization Board. 

(b) The words “salaries and other compensation” shall include all forms of 
remuneration to employees by their employers for personal services, including, 
but not limited to, vacation and holiday payments, night shift and other bonuses, 
incentive payments, year-end bonuses, employer contributions to or payments of 
insurance or welfare benefits, employer contributions to a pension fund or annuity, 
payments in kind, and premium overtime practices and rates. 

(ce) The word “Administrator” shall mean the Economic Stabilization Admin- 
istrator. 

(d) The word ‘‘Board”’ shall mean the Salary Stabilization Board. 

(e) The words “Office of Salary Stabilization’’ shall mean the Office of Salary 
Stabilization, formerly designated the Salary Stabilization Division, created by 
General Order No. 8, as amended. 

(f) The words ‘‘General Wage Regulations’’ shall mean the General Wage 
Regulations heretofore issued by the Administrator and the Wage Stabilization 


ard. 

Sec. 2. Scope of this regulation. This regulation relates to all employees as 
defined in section 1 (a), but relates only to such employees. 

Suc. 3. General stabilization of salaries and other compensation.’ (a) Except as 
authorized by this regulation, no employer shall pay any employee and no em- 
ployee shall receive “salaries and other compensation” at a rate in excess of the 
rate at which such employee was compensated on January 25, 1951, without the 
prior approval or authorization of the Office of Salary Stabilization. New em- 
ployees shall not be compensated at rates higher than those in effect on January 
25, 1951, for the jobs for which they are hired. 

(b) Nothing in this regulation shall be construed to require the stabilization 
of salaries and other compensation for any job at a rate jess than that paid during 
the period from May 24, 1950, to June 24, 1950, inclusive. 

(c) Petitions for the approval of any increase in salaries and other compensation 
ni otherwise permitted by this regulation shall be filed with the Office of Salary 
Stabilization. 

Src. 4. Increases = to or determined and communicated on or before Jan- 
uary 26, 1951.2 (a) reases in salaries and other compensation agreed to in 
writing or determined and communicated to the employees on or before January 
25, 1951, but which, by the terms of such agreement or determination, were 
to’ become applicable only to work performed later than fifteen (15) calendar 
days after January 25, 1951, require the prior approval or authorization of the 
Office of Salary Stabilization. 

(b) Authorization is hereby granted for the payment of increases in salaries 
and other compensation provided for by written agreement executed on or before 
January 25, 1951, or formally determined and communicated to the employees on 
or before said date, which increases, by the terms of said agreement or com- 
munications, were to take effect and to be applicable to work. performed after 
January 25, 1951, but not later than fifteen (15) calendar days after said date. 

(c) Authorization is hereby granted for the increases in salaries and other 
compensation resulting from the award or decision of an arbitrator or referee 
issued on or before January 25, 1951, which increases, by the terms of said award 
or decision, were to take effect and to be a plicable to work performed after 
January 25, 1951, but not later than fifteen U5) calendar days after such date. 


1 Based on General Waze Seapiiestion Regeietion 1 issued B the Administrator on January 26, 1951, 
and General Wage Regulation No. 1 issued by the Wage Stabilization Board on January 30, 1951. 

2? Based on General Wage Regulation No. 2. The Statement of Considerations in suc regulation in- 
cludes the ‘following statement: 

“Collective bargaining conferences, arbitration proceedings and other proceedings directed to the resolu- 
tion of wage questions were in progress prior to January 25, 1951, the ‘effective date of General Wage Stabili- 
zation Regulation 1. In some instances collective bargaining agreements were reached, wage determinations 
made and an, issued prior to the effective date of that regulation. In the interest of furthering and 

working relations including collective bargaining and avoiding the imposition of in- 
a ardsh it is necessary and desirable to recognize and give effect to such agreements, deter- 
eee applicable to wor Wao stabi within a — short period of time after January 
25, 1951, A. prior approval of the Stabilization Board 
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(d) Authorization is hereby granted also of payments pursuant to salary in- 
crease agreements entered into and effective prior to January 25, 1951, calling 
for application of a fixed amount of payroll increase to accomplish intra-plant 
adjustments, but which adjustments were not actually reflected in salary pay- 
ments prior to that date because of the necessity for determining the allocation 
and method of applications of such increases among different job classifications. 

(e) In all instances in which increases in salaries and other compensation were 
or are placed in effect under the terms of paragraphs (b) or (c) of this section 4, 
copies of the agreement, award, or decision providing for such increases, or, if no 
agreement, award, or decision exists, a statement of the amounts and manner in 
which the determination was formally made and communicated to the employees, 
and the date or dates, and place or places, shall, unless heretofore filed with the 
Wage Stabilization Board or the Office of Salary Stabilization, be filed with the 
— of Salary Stabilization within thirty (30) days after the effective date of this 
regulation. 

Sec. 5. Compliance with statutes and orders establishing minimum rates of com- 
pensation. Increases are hereby authorized in salaries and other compensation 
of employees to bring such salaries and other compensation into compliance with 
any applicable statute or order of the duly constituted authorities acting under 
any law of the United States; or of any State, the District of Columbia, or any 
Territory or possession of the United States establishing minimum rates of com- 
pensation. 

Sec. 6. Increases in salaries and other compensation of State, county, municipal, 
and other non-Federal government employees.‘ (a) Increases in the salaries and 
other compensation of State, county, municipal, and other non-Federal govern- 
mental employees, whose salaries and other compensation are fixed by statute, 
ordinance, or regulation of duly constituted authorities of such governmental 
bodies, may be made without the prior authorization of the Office of Salary Stabi- 
lization, subject to the provisions of paragraphs (b) and (c) of this section 6. 

(b) State, county, municipal, and other non-Federal governments and agencies 
thereof, in making increases in salaries and other compensation of their employees, 
are expected to conform to the national wage stabilization policy as expressed in 
the Defense Production Act of 1950, Executive Order 10161, this regulation, and 
regulations and statements of policy issued by the Board pursuant thereto, and 
such orders or regulations as may from time to time be issued thereunder or in 
connection therewith. 

(c) The Office of Salary Stabilization shall have the right to review increases 
made under the terms of paragraph (a) of this section 6, and to revoke or modify 
such increases when required in order to effectuate the policies of the Defense 
Production Act and the applicable orders or regulations issued thereunder or in 
connection therewith. 

Src. 7. Adjustments for individual employees.’ Pending the issuance of further 
general regulations on the subjects covered in this Section 7, individual salary 
adjustments are authorized for employees, without prior approval of the Office 
of Salary Stabilization, subject to this Section 7. 

(a) Merit and/or length of service increases where plan exists. Merit and/or 
length of service increases may be granted in accordance with a plan in effect on 
January 25, 1951, Provided: 

(1) That such a plan existed— 

(i) In the form of (a) a written statement of policy or procedure in effect 
on January 25, 1951, or (b) a written notice that had been furnished to or 
posted for the employees on or before January 25, 1951, and that 

(ii) Such written statement, or notice, shall be kept available at all times 
for inspection by the Office of Salary Stabilization, and 

(2) That such a plan contains job classification rate changes with clearly 
designated maximum rates; and 


3 Based on General Wage Regulation No. 3. 

4 Based on General Wage Regulation No. 4. 

5 Based upon General Wage Regulation No. 5, as amended by Amendment 1. The Statemeni of Con- 
siderations in such regulation includes the following statement: 

“The effective administration of wage stabilization program rests largely on the degree of success achieved 
in ensuring that individual wage and salary adjustments be not misused for the purposes of evading or 
avoiding the requirements of law. Efficient industrial management, harmonious labor-management 
relations and high level production cannot be attained unless a large measure of flexibility and discretion 
is reserved to management, or to management and labor, as the ease may be, in the operation of sound 
systems for merit and/or length of service increases, promotions or transfers, establishing rates for new or 
changed jobs, new hirings, etc. It is the intention of the Board in the accompanying general regulation to 
a the operation and administration of sach systems subject to the standards and controls set forth 
therein. 
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(3) That in accordance with the normal operation of such a plan the employee 
would normally be reviewed for a merit increase or entitled to a length of service 
increase at the time the increase is granted, and 

(4) That if the plan provides for increases in specific amounts or percentage 
increases shall not be granted in excess of such amounts or percentages; and 

(5) That if the plan does not provide for increases in specific amounts or per- 
centages, the amount of increase granted to any individual employee shall not 
exceed the figure reached by dividing the total amount of the merit and/or length 
of service increases granted to individual employees in that classification during 
the calendar year 1950 by the number of employees in that classification who 
received such increases. Where job classifications are grouped into labor grades 
or levels and salary rate administration has been in terms of such grades or levels, 
the average referred to may be computed for each such grade or level. 

(6) That no employee’s rate shall be raised above the maximum rate of his job 
classification. 

(b) Merit and/or length of service increases in absence of plan. In the absence 
of an established plan meeting the requirements of paragraph (a) of this section, 
merit and/or length of service increases may be granted subject to the follow- 
conditions: 

(1) That the employee shall not have received a merit and/or length of service 
increase during the 12 calendar months preceding the effective date of such in- 
crease, and 

(2) That the number of employees whose rates may be increased in any one 
calendar month shall not exceed the proportionate number of increases granted 
per month during the calendar year 1950 in each appropriate group of employees, 
an 

(3) That the increase granted any employee shall not exceed in amount the 
figure reached by dividing the total amount of merit and/or length of service 
increases granted to ermployees in the same job classification during the calendar 
year 1950, by the number of employees in that classification who received such 
increases; Provided, That in an establishment that has no system of job classifi- 
cations, the increase shall not exceed in amount a figure similarly computed which 
averages the increases granted to employees doing similar work during the calendar 
year 1950. Where job classifications are grouped into labor grades or levels and 
salary rate administration has been in terms of such grades or levels the average 
referred to may be computed for each such grade or level, and 

(4) That no employee shall be raised to a rate higher than the maximum rate 
of the job classification, or in the absence of a formal system of rate ranges, then 
the highest rate paid to any employee doing similar work on January 25, 1951, 
except as such highest rate may have been raised pursuant to the terms of section 4 
of this regulation or other actions of the Board or Office of Salary Stabilization 
authorizing increases in salary rates. 

(c) Promotions and transfers. When a bona fide promotion or transfer of an 
employee to a higher paid job is made, the payment to such employee of the rate 
for such job is permissible provided: 

(1) That the employee is required to perform the normal duties of the job to 
which he is promoted or transferred, and 

(2) That if the job to which the employee is promoted or transferred has a 
rate range, the rate within the range which he may be paid shall be governed 
by the practice followd under a written statement of policy or procedure exist- 
ing and in actual operation on January 25, 1951. If such written statement does 
not exist, the employer shall follow the same practice in determining such rate 
as he followd in the calendar year 1950. In no event shall the employee receive a 
rate in excess of the maximum of the rate range to which he is promoted or 
transferred, 

(d) New or changed jobs. Rates for new or changed jobs may be established 
in accordance with plans or procedures in effect on January 25, 16 51, or, if no 
ples or procedure was in effect on such date, the rates established must be in 
yalance with the existing rate structure. Slight or inconsequential changes in job 
content shall not provide the basis for establishing new job classifications, rates 
or rate ranges nor justify changes in existing job classification, rates or rate 
ranges. 

(e) Hiring of new employees. A new employee may not be hired at a rate 
exceeding: 

(1) The minimum of the rate range of the job classification into which he is 
hired, provided that an employee who has special ability and experience may be 
hired at a rate sorteapondiing to such ability and experience within the rate 
range, or 
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(2) The rate of the job, or 

(3) The minimum rate paid to any exmployee doing similar work during the 
pay period immediately preceding January 25, 1951, if the establishment has no 
system of job classification. 

(f) Permissible variations in earnings. Variations in earnings of individual em- 
ployee subsequent to January 25, 1951, resulting from the following are permis- 
sible: Provided, Such variations result from the operation of plans or practices 
in effect on or before January 25, 1951, and further provided that the method 
of application of such plans or practices is consistent with the method of appli- 
cation over a reasonable period of time prior to January 25, 1951: 

(1) The nomal operation or application of incentive rates or plans; or 

(2) Change from one shift to another; or 

(3) The nomal operation of a system for payment of commission on sales or 
business transactions; or 

(4) The payment of overtime, premium, or penalty rate; or 

(5) Other similar auxiliary pay practices. 

(g) Rates subject to revision. he rate or rate ranges within. which this section 
7 is to be operative may be revised pursuant to the other applicable sections of 
this regulation. 

(h) Record keeping required. The employer shall keep records of each salary 
adjustment made pursuant to the terms of paragraphs (a) through (e) of this 
section 7 in readily accessible form for inspection by the Office of Salary Stabili- 
zation. 

(i) Increases shall not justify price increases. Increases in the salary rates of 
employees granted under the terms of this section 7 shall not furnish a basis 
either to increase price ceilings or resist otherwise justifiable reductions in price 
ceilings. 

Sec. 8. Increases in salaries and other compensation to correct certain inequities— 
(a) Policy. If general increases in salary levels in an appropriate employee unit 
have been less than ten (10) percent since the base pay period, future increases 
in salaries and other compensation may be permitted in amounts up to but not 
in excess of the difference between such past increases, if any, and the permissible 
ten (10) percent.® 

(b) Definitions under section 8 of this reguiation—(1) Base pay period. The base 
pay period shall be the first regular payroll period for each appropriate employee 
unit ending on or after January 15, 1950. 

(2) Appropriate employee unit. An appropriate employee unit for the measure- 
ment of changes in salary levels is a group composed of all employees in a plant 
or other establishment, or in a department thereof, or in a major business division 
of an employer, or in a company, or in an industry, as best adapted to preserve 
historical or usual relationships: Provided, however, That each such unit shall con- 
sist only of employees as defined in paragraph (a) of section 1 of this regulation. 

(3) Salary levels. Salary levels include time and incentive earnings, commis- 
sion rates, and actual or prorated sums of any regularly paid bonuses and night 
shift differentials, but exclude overtime premium payments, employer contribu- 
tions to or payments, of insurance or welfare benefits, employer contributions to 
pension funds or annuities, and other like allowances. Salary levels may be com- 
puted on the basis of regularly scheduled weekly, bi-weekly, semi-monthly, or 
monthly pay periods. 

(4) General increases in salaries. For the purpose of calculating prior increases 
in salary levels, general increases are defined as those increases in salary rates 
which raised straight-time earnings by one (1) percent or more in the appropriate 
employee unit. General increases do not include merit increases, promotions 


* This section is based on General Wage Regulation No. 6. The Statement of Considerations in such 
Regulation includes the following statements: 

“There were broad changes in wages, salaries, and other compensation paid employees during 1950 and in 
January 1951 until the issuance of General Wage Regulation No. 1 by the Economic Stabilization Adminis- 
trator. These changes followed the period of late 1949 and early 1950, when wage and salary rates had re- 
mained relatively unchanged. The consumer price index was also relatively stable in that same period. 
In the spring of 1950 business conditions improved, and both wages and the cost of living commenced to 
rise. The outbreak of the Korean war accentuated these developments. Disparities arose as between differ- 
ent groups of employees as a consequence of such factors as different expiration or wage reopening dates in 
collective bargaining agreements or other special circumstances. Disparities also develo in various 
“industries between increases in wage and salary rates and increases in the cost of living. T disparities 
were frozen as @ result of the issuance of General Wage Stabilization Regulation No. 1 of the Economic 
Stabilization Administrator. In order to deal with, and attempt to solve this time inequity, or ‘eatching up’ 
sae = and to facilitate the effective prosecution of the national defense effort, the Wage Stabilization 

oard has determined and adopted the policies set forth below. These policies are designed to correct such 
inequities as have arisen because of disparities between increases in wages and salaries and the increase in 
ae ae of living since January 15, 1950, or which may subsequently arise during the period covered by this 
policy.” 
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reclassifications, length of service increases or other salary adjustments of the 
types covered by section 7 of this regulation. 

(5) Other compensation. Increases in other compensation to be considered for 
the purpose of applying the policy herein set forth are prorated changes in com- 
pensation benefits such as night shift bonuses, overtime premium rates, vacation, 
holiday and like allowances, pension, insurance, and health and welfare benefits 
paid by employers, or contributions of employers on account thereof. 

(6) Proration. Proration of bonuses, commissions, incentive earnings, etc., 
and of other compensation, to a pay-roll period shall be done by allocating to 
said payroll period a proportionate share of the total of such payments within the 
appropriate employee unit over the calendar year or such shorter period of time 
as is representative in the case of each class of payments. 

(ce) Administration. Subject to subsequent administrative arrangement in- 
creases in salaries and other compensation permissible under the terms of the 
policy set forth in paragraph (a) of this section 8 do not require the specific prior 
authorization of the Office of Salary Stabilization: Provided, however, That no such 
increase shall be deemed permissible unless appropriate written reports are filed 
with the Office of Salary Stabilization within 10 days after such increases are made 
effective showing the essential facts and the method of calculation. These reports 
are subject to review and the increases on which they report are subject to revo- 
cation if they are found to exceed permissible amounts. 

(d) Base pay period abnormalities. Companies, including appropriate em- 
ployee units thereof, having no payroll period ending on or about January 15, 
1950, because they were not in operation at that time, or having plainly abnormal 
pay levels during that period because of seasonal peculiarities, broad changes in 
product mix, wide swings in employment, and the like, may apply to the Office of 
Salary Stabilization for appropriate and supportable adjustments of the base 
period pay level figures against which employee compensation changes are to be 
measured. The Office of Salary Stabilization may give consideration on appli- 
cation to the special problems of seasonal industries; and to unusual cases involv- 
ing firms or industries in which the rates on or about January 15, 1950, were 
grossly out of line with their normal relationships, provided the parties had nq 
adequate opportunity to correct such misalignment by January 23, iyod1. 

(e) Rare and unusual cases. In rare and unusual cases where the critical needs: 
of essential civilian or defense production require it, the Office of Salary Stabiliza- 
tion will consider the approval or authorization of increases in salaries and other 
compensation greater in amount than those specified in paragraph (a) of this 
section 8. Such cases will be limited to those situations where there are serious 
manpower shortages and in which other governmental agencies concerned with 
production and manpower problems certify to the Office of Salary Stabilization 
that a concerted program has been undertaken to remedy the shortages and that 
an increase in salaries or other compensation is indispensable to attract required 
labor to or retain it in essential civilian or defense industries or plants. 

Sec. 9. Adjustments for employees of religious, charitable and educational organi- 
zations.’ (a) Religious, charitable, scientific, literary, educational organizations, 
and cemetery companies which are exempt from Federal income taxes under 
section 101 (5) and (6) of the Internal Revenue Code may adjust the salaries or 
other compensation of their employees without prior approval of the Office of 
Salary Stabilization except as provided in paragraphs (b) and (ce) of this section 9. 

(by The general authorization contained in paragraph (a) of this section 9 shall 
not apply to the salaries or other compensation of employees of a business enter- 
prise owned or operated by an organization defined in paragraph (a), if the income 
of the business enterprise is not exempt from Federal income taxes. 

(c) In adjusting salaries and other compensation authorized by paragraph (a), 
the specified employers are expected to conform to the national wage stabilization 
policies, as expressed in the Defense Production Act of 1950, Executive Order 
10161, this Regulation and regulations and statements of policy issued by the Board 
pursuant thereto, and such ordcrs or regulations as may from time to time be issued 
thereunder or in connection therewith. 

(d) The Office of Salary Stabilization shall have the right (1) to review all salary 
adjustments made in pursuance of paragraph (a) of this section 9, and (2) to revoke 
the authorization granted by this section 9 with respect to any organization defined 
in paragraph (a). Without in any way limiting its right to modify or revoke any 
other section or any other provision of this Regulation, the Board shall have the 
ner to modify or revoke Section 9 of this Regulation at any time without prior 
notice. 


’ Based on GeneralfWage Regulation No. Ya 
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Sec. 10. Cost-of-living increases provided by salary plans.t—(a) Definitions. 
As used in section 10 of this regulation the term “cost-of-living provision’”’ shall 
mean a provision in a written salary plan which establishes a defined relationship 
between the rates of salaries and other compensation covered by the plan and the 
cost-of-living index figure published by the Bureau of Labor Statistics, or such 
other cost-of-living indices as may be determined by the Administrator or the 
Board to be acceptable for the purposes of section 10 of this regulation. 

(b) Certain cost-of-living increases permissible without prior approval. No prior 
approval is required for the putting into effect of increases which are required by 
the terms of a cost-of-living provision contained in a written salary plan which 
was formally determined and communicated to the employees on or before 
January 25, 1951. 

(c) General increases agreed upon or formally determined and communicated 
to the employees after January 25, 1951, together with cost-of-living increases 
made pursuant to this section, shall not exceed the ten per cent formula provided 
in paragraph (a) of section 8 of this regulation. 

(d) Reports of increases made under section 10 of this regulation required. Re- 
ports of increases made under section 10 of this regulation shall be filed with 
the Office of Salary Stabilization not more than twenty days after any general 
increase made hereunder is effective. Such reports shall include: 

(1) Copies of the written salary plans containing the cost-of-living provisions, 
unless copies thereof have been filed under section 4 of this regulation. 

(2) An identification of the cost-of-living provision in the salary plan, and 
@ statement of the manner in which it was communicated. 

(3) A statement of the amount of the increase and the unit of employees to 
which it is applicable. 

(4) A statement of any general increases applicable to the same salaries and 
other compensation that have been put into effect after January 25, 1951. 

(e) No increase herein authorized shall be made effective subsequent to July 
31, 1951. This section shall be effective through July 31, 1951. 


Sec. 11. Salary schedules for new plants.°—(a) Definitions. The term “new 
plant” means a plant, enterprise, or other employment unit, which on Janua 
25, 1951, had not commenced the production of the materials or services for whic 
it is established or converted. 

(b) Criteria for establishing rates of salaries in new plants. The following criteria 
shall be applied in determining and evaluating a schedule of rates of salaries in new 

lants: 
(1) In a new plant of an existing enterprise, established at the same location, 
the rates of salaries for the jobs in the new plant shall be the same as the lawful 
rates for the same or comparable jobs in the existing enterprise. 

(2) In all other cases the schedule of rates for the new plant shall not exceed: 

(i) Rates for the same or comparable jobs in the same industry in the same 
local labor market area, or if none 

(ii) Rates for the same or comparable jobs in a comparable industry in the 
same local labor market area, or if none 

(iii) Rates for the same or comparable jobs in the same industry located 
in the most nearly comparable labor market area. 

(3) For the purposes of subparagraph (2) of this section, where only the com- 
parable rates for key jobs are available in a given labor market, such rates may 
be selected, and the schedule may be constructed by interpolation with proper 
relationships between the rates of other jobs and the rates of the key jobs. 


8 Based on General Wage Regulation 8. The Statement of Considerations in such regulation includes 
the following: 

“Some collective bargaining contracts and some wage and salary plans in existence on January 25—the 
effective date of the first general price and wage control regulations—Gontain provisions for subsequent 
changes in wages and salaries. Such changes depend on the changes—up or down--in the cost of living. 
Those adjustments called for within the next few months will be upward because the cost of living has been 
rising since the Korean conflict. 

‘For the most part such increases will be covered by the ten per cent allowable rise in General Regulation 
No. 6. However, a few of the existing contracts and plans will provide in the near future for increases 
somewhat exceeding the allowable figure. General Regulation No. 6 makes no provision for such cases.” 

* Based on General Wage Regulation No. 9, including Amendment adding section 4 thereto. The State 
ment of Considerations included in such regulation includes the following statement: 

“The purpose of this regulation is to provide procedures for obtaining approval of rates of wages, salaries, 
and other compensation for employees of new plants, enterprises, and other employment units. Insofar as 
practicable, these procedures preserve existing practices. 

“In the formulation of the provisions hereof it has been impracticable to consult formally with industry 
and labor representatives.” 
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(c) Procedures for establishing rates of salaries in new plants. (1) A new plant 
shall file with the Office of Salary Stabilization a report containing the following: 
(i) A statement of the facts relied upon to support the conclusion that it is 
a new plant; and 
(ii) A schedule of the rates of salaries which are in effect for each job 
classification; and 
(iii) A statement explaining how the criteria specified in paragraph (b) of 
this section 11 have been applied in determining the rates of salaries. 

(2) The report required by subparagraph (1) of paragraph (c) of this section 
must be filed at least three weeks prior to the proposed date for hiring employees. 
If, after submitting the report, the employer receives no communications pertinent 
thereto from the Office of Salary Stabilization, the rates may be put into effect, 
subject to the condition, which shall be communicated by the employer to all 
employees affected by the schedule, that the rates are interim rates payable 
pending receipt of a ruling as to their approvability and subject to adjustment 
with respect to payroll periods beginning after the date of receipt by the employer 
of any ruling of partial disapproval. 

(d) Requests for modification. The Office of Salary Stabilization, in accordance 
with regulations or statements of policy issued by the Board, will consider requests 
for modification of the criteria specified in paragraph (b) of this section 12 
where the application of such criteria with respect to the internal structure of a 
salary schedule or with respect to supplemental compensation practices would 
be unworkable or would cause undue hardships in the circumstances of the par- 
ticular case. Such requests should be accompanied by a full and clear statement 
of the circumstances on which the request is based. Terms of compensation not 
in accordance with paragraph (b) of this section 11 may not be put into effect, 
without prior authorization by the Office of Salary Stabilization. 

Sec, 12 Tandem salary increases °\—(a) Definitions. As used in this section 12 
the term: 

(1) ‘‘ Appropriate unit’? means a group comprised of all employees in a plant or 
other establishment or in a department thereof; or in a company; or in an in- 
dustry; or in a similar appropriate group; as best adapted to preserve the his- 
torical or usual relationships. 

(2) ‘“‘Tandem relationship” means a well established and maintained practice 
whereby the timing, amount and nature of generai adjustments in the salaries 
and other compensation of employees in a given appropriate unit have been di- 
rectly related to the salaries and other compensation of another unit of employees 
of the same employer or of other employers, including a unit of employees under 
the jurisdiction of the Wage Stabilization Board. 

(b) Approval of adjustments to restore tandem relationships. The Office of Sal- 
ary Stabilization will entertain petitions for approval of adjustments required to 
restore tandem relationships which have been disrupted. Such petitions shall 
contain (1) proof of a tandem ere including a statement of how ad- 
justments in the appropriate unit involved have been related, in the past five 
years, to the adjustments in the unit with which the tandem relationship is 
claimed; (2) an explanation of the circumstances which have disrupted the 
tandem relationship; and (3) such other supporting data as the petitioner may 
deem pertinent. If the tandem relationship has existed for less than five years, 
a petition for approval may be filed, setting forth the circumstances in full. 

Sec. 13. Modifications and amendments." This regulation may be modified, 
amended or superseded by orders or regulations hereafter issued by the Board. 

Sec. 14. General Wage Regulations superseded. (a) General Wage Stabilization 
Regulation 1 and the General Wage Regulations are hereby superseded insofar 
as they apply to employees under the jurisdiction of the Salary Stabilization 


1 Based on General Wage Regulation No. 10 as amended by Amendment 1. The Statement of Consider- 
ations in such regulation includes the following statements: = 

“The purpose of this general wage regulation is to permit the continuation of tandem wage relationships 
to the extent consistent with stabilization requirements. As defined in the regulation, ‘tandem relation- 
shins’ refers to an historical practice whereby adjustments of wages, salaries, and other compensation for 
one group of employees have been directly related to those of another group. The other group may be 
employees of the same employer, or of other employers. Many of these relationships were disrupted because 
of the issuance of General Wage Stabilization Regulation 1 on January 26, 1951. 

“General Wage Regulation 10, issued on March 8, 1951, by the Economie Stabilization Administrator, 
was designed to permit a limited continuation of these tendem relationships. Under that regulation, the 
‘follow-the-leader’ adjustment, to be covered, would have taken effect and been applicable to work per- 
formed on or before February 9, 1951. This limitation as to date is no longer necessary or desirable. The 
amended regulation deletes this limitation. Experience shows that other modifications of the definition 
‘tandem relationship’ are desirable at this time.’’ 

1! Based on section 6 of the General Wage Stabilization Regulation 1 issued by the Administrator om 
January 26, 1951, 
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Board: Provided, however, That nothing in this regulation shall affect the validity 
of the orders or rulings heretofore issued in writing by the Office of Salary Stabili- 
zation (formerly the Salary Stabilization Division) or of the orders or rulings 
issued in writing prior to May 10, 1951, by the Wage Stabilization Board or by 
the Wage and Hour and Public Contracts Division of the United States Depart- 
ment of Labor. 

(b) All pending petitions and applications for rulings heretofore filed with the 
Wage Stabilization Board, the Wage and Hour and Public Contracts Division 
of the United States Department of Labor or the Office of Salary Stabilization 
(formerly Salary Stabilization Division) relating to employees as defined in sec- 
tion 1 (a) of this regulation shall be deemed to have been filed under this regulation. 


Nore: The record keeping and reporting requirements of this regulation have been approved by the 
Bureau of the Budget in accordance with the Federal Reports Act of 1942. 


Issued: July 5, 1951. 
Eric JoHNsTON, Administrator, 
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Washington 
Tite 32A—NationaL Derense, APPENDIX 
Cuapter Il—Economic SrasinizaTion AGENCY 
[General Salary Stabilization Regulation 2] 
GSSR 2—Prorit-SuHarinG AND OTHER BoNnvusEs 


Pursuant to the Defense Production Act of 1950 (Pub. Law 774, 81st Cong.), 
as amended (Pub. Law 96, 82d Cong.), Executive Order 10161 (15 F. R. 6105), 
and Economic Stabilization Agency General Order No. 8 (16 F. R. 5356), as 


amended (16 F. R. 5956), this General Salary Stabilization Regulation 2 is hereby 
issued. 
STATEMENT OF CONSIDERATIONS 


This General Salary Stabilization Regulation 2 is issued by the Salary Stabiliza- 
tion Board in discharge of its responsibilities under the provisions of the Defense 
Production Act of 1950, as amended, Executive Order 10161, and Economic 
Stabilization Agency General Order No. 8, as amended, 

The payment of compensation in the form of profit-sharing and other bonuses, 
on a discretionary basis or on the basis of written plans or authorization contained 
in certificates of incorporation or corporate by-laws or pursuant to individual con- 
tracts, is a wide-spread business practice especially applicable to the compensation 
of executive, administrative, and professional employees within the jurisdiction 
of the Salary Stabilization Board. Bonuses of this nature are considered a valu- 
able incentive to greater efforts on the part of such employees, and thus an aid to 
production. Because of such bonuses, it has been common for employers to pay 
to such employees, and for such employees to accept, fixed salaries substantially 
less in amount than such employers would otherwise have been willing to pay 
and such employees willing to accept. The methods by which bonuses paid to 
wage earners are computed, awarded or paid usually differ essentially from the 
method of computing, awarding or paying bonuses to the executive, administra- 
tive and professional group to such an extent that it is not practicable for the 
Salary Stabilization Board to follow in their entirety the policies established by 
the Wage Stabilization Board in General Wage Regulation No. 14. 

This regulation relates to companies which in the past have paid bonuses. 
The Salary Stabilization Board recognizes that this regulation does not provide 
tor new bonus plans and may not make adequate provision for companies in 
depressed industries, or for expanding companies. Bonus plans for such com- 
panies may subsequently be made the subject of subsidiary policy upon the basis, 
among other things, of applications for approval of such plans. 

In the tormulation of this regulation due consideration has been given to the 
standards and procedures set forth in Title IV and Title VII of the Defense 
Production Act, as amended; there has been consultation with industry repre- 
sentatives, including trade association representatives, and consideration has 
been given to their recommendations. 
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REGULATORY PROVISIONS 


nm 


ec. 


. Scope of this regulation. 

. Base period bonus fund and base bonus yeas 

. Bonuses pursuant to a contract or established plan under which both computation and allocation are 
predetermined. 

Bonuses pursuant to an established plan under which allocation is of a discretionary nature. 

. Diseretionary bonuses. 

Increases or decreases in bonus fund. 

. Inequities created by payment of bonuses. 

. Time of payment. 

. Application of Section 8 of General Salary Stabilization Regulation 1. 

. Records to be kept and reports to be filed by employers. 

. Application to other laws. 

. Applicability of General Wage Regulation No. 14. 


AutTHoriry: Sections 1 to 12 issued under sec. 704, Pub. Law 774, 81st Cong., as amended, Pub. Law 96, 
82d Cong. Interpret or apply Title IV, Pub. Law 774, 8ist Cong., as amended, Pub. Law 96, 82d Cong.; 
Executive Order 10161, September 9, 1950, 15 F. R. 6105, 

Section 1. Scope of this regulation. This regulation applies to profit-sharing 
and other bonuses of the nature paid to executive, administrative and professional 
employees and outside salesmen under the jurisdiction of the Salary Stabilization 
Board, and to payments generally known as “‘bonuses’”’ as distinguished from 
payments generally known as ‘“‘commissions.’?’ The regulation applies to all such 
bonuses, whether payable in cash or securities or other property and whether all 
or & part of such bonus is set aside, in a trust or otherwise, for the present or future 
benefit of the employees. The regulation also applies to. Christmas, year-end 
vacation and like bonuses. 

The regulation does not apply to production and similar wage-earner bonuses 
or to salesmen’s commissions. Specifically, but without limiting the foregoing, 
the regulation does not apply to bonuses: 

(a) Which are directly related to hours worked, or to units produced or sold, 
or which are otherwise normally considered part of a wage or salary earner’s 
ordinary compensation, or 

(b) Which have been customarily computed and paid more frequently than 
every three months. 

The word “employees,’’ as used in this regulation, applies only to employees 
subject to the jurisdiction of the Salary Stabilization Board. Any employees not 
subject to the jurisdiction of the Salary Stabilization Board shall be excluded 
from any group or unit to which bonuses are paid in accordance with this regula- 
tion. 

Sec. 2. Base period bonus fund and base bonus year. As used in this regulation, 

(a) The words “base period bonus fund”’ shall mean either : 

(i) The total of all bonuses paid in, or payable with respect to, the calendar 
year 1950, or 
(ii) One-third of the total of all bonuses paid in, or payable with respect 
to, three years selected by the employer out of the five calendar years from 
1946 to 1950, both inclusive. 
The selection as between these alternatives may be made by the employer, but 
once made shall be used for all purposes of this regulation. 

(b) The words “base bonus year” shall mean the calendar year 1950 or, if the 
employer selects a three-year period pursuant to section 2 (a) (ii), shall mean 
= one of such three calendar years. 

Ec. 3. Bonuses pursuant to a contract or established plan under which both com- 
putation and allocation are predetermined. (a) For the purpose of this regulation, 
the words ‘‘a contractual bonus” shall mean a bonus payable pursuant to a cer- 
tificate of incorporation, by-law or similar corporate document or to a contract, 
memorandum or other written instrument in effect on January 25, 1951, which 
provides a definite method or formula for both the computation and the alloca- 
tion of the bonus and which confers upon an employee or employees a right to 
receive the bonus determined in accordance with such method or formula, 

(b) A contractual bonus may be paid in accordance with the terms of the 
written instrument pursuant to which it is payable, but no increase in such 
a bonus may be paid to any employee as the result of a change, subsequent to 
January 25, 1951, in the method or formula fer the computation of distribution 
of the bonus. 

Sec. 4. Bonuses paid pursuant to an established plan under which allocation 
1s of a discretionary nature. An employer having an established written plan 
in effect on January 25, 1951, with a definite method or formula for the com- 
pearens of a bonus fund, but under which the allocation and amount of individual 

nuses to be paid are discretionary, may treat as the bonus fund an amount not 
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in excess of the base period bonus fund or the amount produced by the appli- 
cation of the method or formula for the computation of the bonus fund, which- 
ever is the less, subject to the provisions of section 6: Provided, howcver, That 

(a) No increase in the bonus fund may be made as the result of a change, 
subsequent to January 25, 1951, in the method or formula for computation of 
the bonus. 

(b) No employee shall be paid a bonus in an amount in excess of the highest 
single bonus paid or payable to any employee in or with respect to the base 
bonus year; and 

(c) The allocation of bonuses shall conform to the historical or usual practices of 
the employer in effect on January 25, 1951, and if, in accordance with such 
practices, bonuses were allocated to employees in one or more groups or units, 
no employee in any such group or unit shall be paid a bonus in an amount in 
excess of the highest single bonus paid or payable to any employee within such 
group or unit in or with respect to the base bonus year. 

Sec. 5. Discretionary bonuses. Bonuses other than those provided for in 
sections 3 and 4 of this regulation may be paid subject to the following conditions: 

(a) An employer may pay to an employee a bonus not in excess of the highest 
bonus paid or payable to such employee in or with respect to the calendar year 
1950. 

(b) In lieu of paying bonuses under the provisions of section 5 (a), the employer, 
subject to the provisions of section 6, may at his election treat as a bonus fund 
distributable in his discretion among such of his employees as he may select an 
amount not in excess of the base period bonus fund: Provided, however, That 

(i) No employee shall be paid in an amount in excess of the highest single 
bonus paid or payable to any employee in or with respect to the base bonus 
year, : 

(ii) That the allocation of bonuses shall conform to the historical or usual 
practices of the employer in effect on January 25, 1951, and that if, in accord- 
ance with such practices, bonuses were allocated to employees in one or more 
groups or units, no employee in any such group or unit shall be paid a bonus 
in an amount in excess of the highest single bonus paid or payable to any 
employee within such group or unit in or with respect to the base bonus 
year. 

Sec. 6. Increases or decreases in bonus fund. (a) The words “bonus group” 
shall mean a group or unit of employees subject to the jurisdiction of the Salary 
Stabilization Board to or among whom the employer distributed bonuses as an 
historical or usual practice in effect on January 25, 1951. 

(b) If the aggregate number of employees in a bonus group shall have increased 
through hiring, promotions, or transfers, the bonus fund authorized by sections 
4 and 5 of this regulation may be increased by an amount equal to: 

(i) The average bonus paid or payable in or with respect to the base 
bonus period to the employees in the bonus group. 

(ii) Multiplied by the net increase in employees in the bonus group; 
Provided, however, That the average bonus paid to the employees in the bonus 
group shall not exceed the average bonus paid or payable in or with respect to 
the base bonus period to the employees in the bonus group. 

(c) If the aggregate number of employees in a bonus group shall have decreased 
for any reason, the bonus fund authorized by sections 4 and 5 of this regulation 
shall be decreased by an amount equal to: 

(i) The average bonus paid or payable in or with respect to the base 
bonus period to the employees in the bonus group. 

(ii) Multiplied by the net decrease in employees in the bonus group. 

(d) The purpose of this section is to authorize the payment of aggregate 
bonuses notwithstanding fluctuations in annual employment. This section shall 
be used only for that purpose and shall not be applied so as to cause disparities 
in bonus allocations inconsistent with the historical or usual practices of the 
employer. 

Sec. 7. Inequities created by payment of bonuses. Any inequities created by 
the payment or allocation of a bonus under this regulation shall not constitute 
a basis for adjustment in salaries or other compensation. 

Sec. 8. Time of payment. No bonus shall be paid in any calendar year prior 
to the time when such bonuses were customarily paid during the base bonus 
year. Bonuses which were payable in installments during the base bonus year 
shall not be accelerated in time of payment. 

Sec. 9. Application of section 8 of General Salary Stabilization Regulation 1. 
(a) Bonuses payable in accordance with the terms of this regulation shall not be 
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considered ‘‘regularly paid bonuses” for the purpose of inclusion in salary levels 
within the meaning of section 8 (b) (3) of Deana’ Salary Stabilization Regul- 
ation 1. 

(b) To the extent that permissible increases based upon salaries and com- 
pensation (other than bonuses) authorized by section 8 of General Salary Stabili- 
gation Regulation 1 have not been exhausted, such increases may be added to 
the bonus fund authorized by this regulation and paid by way of bonuses. 

(c) Any increase in bonuses made prior to January 26, 1951, or authorized 
by this regulation (other than an increase provided for in paragraph (b) of this 
section 9) need not be taken into account in determining increases in salary or 
other compensation permitted under section 8 of General Salary Stabilization 
Regulation 1. : 

Sec. 10. Records to be kept and reports to be filed by employers. (a) Employers 
shall keep records sufficient to establish compliance with this regulation. Such 
records shall be maintained for three years following each calendar year in which 
bonus payments are made, for the purpose of such inspection or the preparation 
of such reports (in addition to the reports required by paragraph (b) of this 
section) as the Office of Salary Stabilization may hereafter authorize or require. 

(b) In the event that a bonus fund is increased pursuant to section 6 of this 
regulation, a report setting forth the pertinent facts, including the amount and 
the basis of the increase, shall be filed with the Office of Salary Stabilization 
within thirty days after payment or allocation from the bonus fund has been 
made. 

Sec. 11. Application to other laws. Nothing in this regulation shall affect any 
determination as to the validity or propriety or effect of any payment made 
under this regulation for the purpose of any other law or regulation of the United 
States, or of any state, territory, possession or subdivision thereof. 

Sec. 12. Applicability of General Wage Regulation No. 14. The Salary Stabiliza- 
tion Board has heretofore temporarily authorized the payment of bonuses under 
General Wage Regulation No. 14 (16 F. R. 7509) in respect of employees subject 
to its jurisdiction. Such authority is hereby terminated without prejudice to the 
validity of any action heretofore taken pursuant to such authority: provided, 
however, That in no event shall bonuses paid in any calendar year exceed in 
amount the bonuses authorized by this regulation. 


Note: The record keeping and reporting requirements of fhis regulation have been approved by the 
Bureau of the Budget in accordance with the Federal Reports Act of 1942. 


Adopted by the Salary Stabilization Board on August 17, 1951. 
R. B. ALLEN, Chairman. 


380 1 
Aveust 3, 1951 
TirteE 32A—NationaL DEFENSE, APPENDIX 
CuapteR II—Economic SraBiLizATION AGENCY 
[General Salary Order 1] 


GSO 1—Exrension or Time Limitation Wita ReGarp to Cost-or-Livine 
INCREASES UNDER SEcTION 8 oF GENERAL SALARY STABILIZATION REGULA- 
TION l 


Pursuant to the Defense Production Act of 1950 (Pub. Law 774, 8ist Cong.), 
as amended (Pub. Law 96, 82d Cong.), Executive Order 10161 (15 F. R. 6105), 
and Economic Stabilization Agency General Order No. 8 (16 F. R. 4356), as 
amended (16 F. R. 5956), this General Salary Order No. 1 is hereby issued. 


STATEMENT OF CONSIDERATIONS 


Section 10 of General Salary Stabilization Regulation 1 provides that increases 
based on cost-of-living provisions in salary plans shall not be effective subsequent 
to July 31, 1951. 

The Salary Stabilization Board is at present examining the general policies now 
in effect for the stabilization of salaries and other compensation of the executive, 
administrative, professional and outside sales employees under its jurisdiction. 
In the meantime, permission to grant cost-of-living increases and to pay cost-of- 
living increases which have been granted under section 10 of General Salary 
Stabilization Regulation 1 will be continued beyond the termination date of July 
31, 1951, set forth in paragraph (e) of section 10 of General Salary Stabilization 
Regulation 1, 


90761—51--—-6 
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The authority to grant cost-of-living increases and to pay cost-of-living increases 
granted under salary plans pursuant to section 10 of General Salary Stabilization 
Regulation 1 is extended without limitation in time, subject to the provisions of 
section 13 of General Salary Stabilization Regulation 1. 

(Sec. 704, Pub. Law 774, 8ist Cong., as amended, Pub. Law 96, 82d Cong. Interpret or apply Title IV, 
Pub. Law 774, 81st Cong., as amended, Pub. Law 96, 82d Cong.; Executive Order 10161, September 9, 1950, 
15 F. R. 6105) 

Dated: August 3, 1951. 

By order of the Salary Stabilization Board. 

Raymonp B. ALLEN, 
Chairman. 


GSSR 3 
Sept. 12, 1951 


ExnHisit 4 


SALARY STARILIZATION BoarpD 
Washington 
TiTLe 32A—NaTIONAL DerenseE, APPENDIX 


CuapTeR IV—SaLaryY AND WaGE STARILIZATION, Economic STABILIZATION 
AGENCY 


SUBCHAPTER A-—SALARY STABILIZATION BOARD 
[General Salary Stabilization Regulation 3} 


GSSR 3—ADJUSTMENTs FOR INDIVIDUAL EMPLOYEES 


Pursuant to the Defense Production Act of 1950 (Pub. Law 774, 8ist Cong.), 
as amended (Pub. Law 96, 82d Cong.), Executive Order 10161 (15 F. R. 6105), 
and Economie Stabilization Agency General Order No. 8 (16 F. R. 5356), as 
amended (16—F. R. 5956), this General Salary Stabilization Regulation 3 is hereby 
issued. 

STATEMENT OF CONSIDERATIONS 


This General Salary Stabilization Regulation 3 is issued by the Salary Stabili- 
zation Board in discharge of its responsibilities under the provisions of the 
Defense Production Act of 1950, as amended, Executive Order 10161 and Eco- 
nomic Stabilization Agency General Order No. 8, as amended. 

The purpose of this General Salary Stabilization Regulation is to establish 
rules and procedures governing the administration of salary structures within 
which salary adjustments for individual employees may be made without approval 
by the Office of Salary Stabilization. Appropriate adjustments of this nature 
do not ordinarily affect the general salary level and in fact do not normally increase 
costs. 

The Salary Stabilization Board recognizes the necessity of permitting the 
administration of existing salary structures to continue in a normal manner with 
a minimum of governmental interference. At the same time, however, it is 
necessary to make certain that these salary “‘housekeeping’’ practices are not 
abused in order to pirate personnel, nor cumulated so as to amount to general 
salary increases. Consequently, this regulation has been designed to provide 
broad limitations to safeguard the ends of stabilization while leaving maximum 
flexibility to employers; to permit past practices and policies, when not in conflict 
with the purposes of the Defense Production Act of 1950, as amended, to continue 
with a minimum of interference and administrative work; and to assist in the 
maintenance of the historical relationships between the respective compensation 
of all groups of employees. 

The present policy of the Salary Stabilization Board is that so far as possible 
its regulations should be self-administering. Accordingly, matters such as 
determinations with respect to the propriety under this regulation of promotions, 
transfers, and the creation of new or changed positions are left in the first instance 
to employers. However, their officers are required to certify that such determina- 
tions are bona fide and comply with the regulation. Periodic inspections and 
strict enforcement will take place to prevent abuse of the regulation. 

There is wide diversity of practice with respect to salary adjustments for 
individual employees. In some cases, formal written plans have been established 
which include positions or classifications with prescribed salary ranges and pro- 
cedures governing the timing and amount of individual adjustments. In others, 
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affecting a majority of employees subject to the jurisdiction of the Salary Stabiliza- 
tion Board, the timing and amounts of individual adjustments have not been 
formalized by plans or classifications or in written or formal schedules of salaries 
or salary ranges. In the case particularly of smaller companies, the employer 
has so few employees in various exempt positions that a formal policy would be 
meaningless. Plans or practices under which so-called single rates are paid to 
employees and which do not contemplate individual adjustments, so that all 
employees in a particular position are being paid alike, are exceptional in the case 
of employees subject to the jurisdiction of the Salary Stabilization Board. 
Furthermore, employees subject to such jurisdiction do not as a rule receive 
merit or length of service increases with the same degree of regularity as employees 
ee to the jurisdiction of the Wage Stabilization Board. 

his regulation replaces section 7 of General Salary Stabilization Regulation 1 
which was issued pending development of the policies of the Salary Stabilization 
Board. Wage or salary adjustments for wage earners are determined by prac- 
tices in Many respects different from those which determine salary adjustments 
for members of the executive, administrative, and professional group and outside 
saiesmen. It is therefore not practicable for the Salary Stabilization Board to 
follow in their entirety the policies established by the Wage Stabilization Board 
in General Wage Regulation No. 5, revised, as last amended by Amendment 
No. 2 issued on August 17, 1951. 

The Salary Stabilization Board recognizes the possibility that the application 
of this regulation may nevertheless result in substantial hardship or inequity for 
particular emplovers or industries. In such cases, requests for approval of plans 
which do not meet the requirements of this regulation may, among other things, 
constitute the basis for additional policy. 

In the formulation cf this regulation due consideration has been given to the 
standards and procedures set forth in Title [IV and Title VII of the Defense 
Production Act, as amended; there has been consultation with industry represent- 
atives, and consideration has been given to their recommendations. 


REGULATORY PROVISIONS 


Sec. 

1. Definitions. 

Merit or length of service increases under the salary range method of payment. 

Merit or length of service increases under the random or personal method of payment. 
Extension of existing merit or length of service increase plans or practices to new plants of an employer. 
Promotions or transfers to higher or lower paid positions. 

Salaries for new employees. 

Salary adjustments for trainees. 
‘Salaries for new or changed positions. 

Auxiliary pay practices. 

. Record keeping required. 

. Increases shall not justify price increases. 

. Revision of salary schedules. 

. Inequities created by salary adjustments. 

. Salary reductions not required for transferred employees. 

. Application to other laws. 
5. Repeal of section 7 of General Salary Stabilization Regulation 1. 


AvTHOoRITY: Sections 1 to 16 issued under sec. 704, 64 Stat. oe a amended; 50 U. 8. C. App. Sup. 2154, 
In‘erpret or apply Title IV, 64 Stat. 803, as amended; 50 U. . App. Sup. 2101-2110, Executive Order 
10161, Sept. 9, 1950, 15 F. R. 6105; 3 CFR, 1950 Supp. 

Section 1. Definitions. As used in this regulation, the term: 

(a) ‘“‘Employees’ means employees subject to the jurisdiction of the Salary 
Stabilization Board and, unless otherwise authorzied by the Office of Salary 
Stabilization, employees, not subject to such jurisdiction shall be excluded from 
any “group,” as hereinafter defined. 

(b) “Employer” includes a corporation owned or controled by the employ- 
ing corporation or owning or controlling, the employing corporation, and a cor- 
poration owned or controlled by the corporation which owns or controls the 
employing corporation. 

(c) “Group’’ means all employees whom an employer has historically or 
usually treated as a unit in the administration of his salary schedules or prac- 
tices or in method of payment. The term excludes temporary and part-time 
emplovees, trainees, and those employed on a trial basis, 

(d) ‘“‘Base salaries’’ means salaries paid for a normal workweek, month or 
other normal time unit, exclusive of overtime, extended workweek compen- 
sation, shift differentials, or other penalty or premium rates, vacation and holiday 
bonuses’ (as distinguished from regular salary continued during vacations and 
hoiidays), bonuses within the scope of General Salary Stabilization Regulation 2, 
and fringe benefits. 


2. 
3. 
4. 
5. 
6. 
7. 
8. 
9. 
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he Office of Salary Stabilization is authorized to approve new salary plans 
or modifications of existing salary plans in the light of the employer’s past prac- 
tice and of relevant practice in the industry, occupation, or area as may be appro- 
priate (dequate data in support of the application must be submitted by the 


(f) Over-all limitation on merit and length-of-service increases. Notwithstanding 
anything in this section 2 to the contrary, the total doller amount of all merit 
and length-of-service increases combined that may be granted in any calendar 
vear to all employees subject to the jumsdiction of the Salary Stabilization Board 


shall in no event exceed six (6) percent of the total of their base salaries during 
such vear 

ok 3. Ver t or le nath of sé rvice ~wicreases unde r the random or pe rsonal method 
of payment a) It is recognized that in many companies the positions of execu 
tive, administrative, professional and outside salesmen employees subject to 
the jurisdiction of the Salary Stabilization Board do not have formal salary 
ranges contained in written schedules in effeet on January 25, 1951, but on that 


date (1) a diversity of salaries was paid to incumbents; or (2) ell the incumbents 


happened to be paid the same salaries although there was a practice in effect of 


granting merit or length of service increases; or (3) there was only one employee 
the classification in which it has been the practice to make merit or length of 
service increases; or (4) salary schedules were in existence which set forth mini- 
mum salaries above which merit or length of service increases have been granted 
b) An employer with such a personal or random method of payment for # 


group of employees may make merit or length of service increases to such em- 
plovees without approval by the Office of Salary Stabilization within the following 
limitations: (1) The total dollar amount of all merit and length of service 
nereases combined that may be granted in the current calendar vear to employees 
in & group, expressed as a percentage of the total of their base salaries, shall not 
exceed six (6) percent (computed as in paragraph (b) of section 2 of this regulation) 


and (2) the maximum increases granted to any one employee shall not exceed 
ten (10) percent of his salary. 

SE¢ 1. Extension of existing merit or length of service increase plans or practices 
to ne lants of an employer a) An employer may extend existing merit or 


length of service plans or practices to a new plant, as such term is defined in sec- 
tion 11 of General Salary Stabilization Regulation 1, by granting merit and 
length of service increases in accordance with the methods and practices author- 
by this regulation and applicable at the most nearly comparable plant of such 

b) An employer granting a salary adjustment to employees at a new plant 
pursuant to paragraph (a) of this section shall keep available records showing in 
detail compliance with the provisions of this regulation for the purpose of such 
inspection and the filing of such reports as may be authorized or required by the 
Office of Salary Stabilization. If such records are kept, merit or length of service 
increases pursuant to paragraph (a) of this section may continue to be granted 
unless and until the Office of Salary Stabilization, within three years after such 
merit or length of service increases were first established at such a new plant, 
disapproves or modifies them with respect to the payment of such increases 

Sec. 5. Promotion or transfers to higher or lower paid positions. a) When a 
bona fide promotion or transfer of an employee to a higher paid position is made 
and the employee is required to perform the normal duties of such position, the 
emplovee’s salary may be increased subject to the following limitations: 

1) If the position to which the employee is promoted or transferred has a 
salary range, the salary within the range to which he may be increased shall be 
governed by the practices or policies set forth in a written statement of policy or 
procedure in actual operation on January 25, 1951. If such written statement 
did not exist or it did not contain specifie policies or practices governing the salary 
to which a newly promoted or transferred employee may be increased, the em 
plovee may be increased to a salary corresponding to his ability, experience and 
training, provided such salary is not in excess of the salary paid to the employee 
having the most nearly comparable duties and responsibilities, as established by 
relevant records Such increase shall not be deemed a merit or length of service 
increase if made within 90 days after the promotion or transfer. In no event shall 
the employvee’s salary be increased to a salary in excess of the maximum of the 
salary range of the classification to which he is promoted or transferred. 

2) An employee in or promoted or transferred into a group with the personal or 
random method of payment may be promoted or transferred to a higher paid 
position and increased to a salary corresponding to his ability, experience and 
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training, provided such salary is not in excess of the highest salary paid to the 
employee having the most nearly comparable duties and responsibilities, as 
established by relevant records. Such increase shall not be deemed a merit or 


ength of service increase if made withir 


b) An employee permanently transferred to a lower paid position may be paid 
no more than the maximum salary for such positior Such transfer shall, in ar 
event, be deemed permanent if the employee remains in the lower paid positio1 


tor more than 90 day s 


90 davs after the promotion or transfer 

















c) In the case of increases in compensation made as the result of promot Oo! 
t isfers, there sl! be attached to the payroll or personnel records o 
piover & supporting certificate sworn to by an officer of the ry ra I oT re 
employer is a partnership, by one of the partners, or if a sole proprietorship, by the 
proprietor such certincate shati each Case state that t pre O ! I¢ 
vhich has resulted in the increase in compensation is a bona fide promoti ) 
tr the per nt facts supporting that co \ s ati a 
iy the time ¢ Lie ) tion ¢ ranst¢ ra F i 
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a Ss for ne employ | e ToOuUo vy i Ss ADI t ( i 
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1) A new employee may not be hired at a salary exceed t ot 
the established salary ra of f issificat ito wh ( red Ce] tha 
a new emplovee with more than the minimum abilitv, experienc and tram 
required for the classfiication into wl eis hired may be hired at a salary thi 
the established salary range corresponding to his ability peri e and training, 
or he may be hired at a lower salary and subsequently increased to a salar 
corresponding to his ability, experience and training with a period not to exceed 
120 days, but in no event shall he be paid a salary higher than the maximum ot 
the salary range of the classification into which he is hired. Such increases sha 
not be deemed merit or length of service iner 

b) An emplovee hired into a group wit e personal or random method of 
payment may be hired at a salary corresponding to his ability, experience and 











training, provided such salary is not in excess of the salary paid to the employee 
having the most nearly comparable duties and responsibilitie s esta hed 
by relevant records, or he may be hired at a lower salary and subsequ 
creased within a period not to exceed 120 days to a ary res} to his 
ability experience and training but not 1 excess of 1iarVv | 1 i el 
plovee having the most nearly comparable duties 1 respe bilities Suc 
increases shall not be deemed merit or le h of service ere eS 

Sec. 7. Salary adjustments for trainee Trainees emploved nder a bona 
fide training program in effect on or before January 25, 1951, or placed into effect 
thereafter with the approval of the Office of Salary Stal ation may be paid 
and advanced in accordance with the salaries and time intervals set fort] 
ich program. Such increases all not be deemed merit or length of service 
ncreases 

SEC S WNSalaries for ne ) hye ons i Salar or ‘ r ¢ i ( 
positions may be established ce with the methe ind principles 
effect on January 25, 1951, for l a balanced rela < nm betwee! hye 
tlaries for the various positions and jobs in the company; or if no su svsten 
vas in effect on that date the salaries established for the new or changed positions 
must be related to salaries for the most nearly comparable positions, making proper 
llowances for the difference, if any, in the requirements of knowledge, skills, du 
ies, responsibilities or other factors normally taken into account Slight or 
nconsequential changes in duties or responsibilities shall not provide the basis for 
establishing new classifications, salaries or salary ranges, nor istifvy changes it 
existing classifications, salaries or salary ranges 

b) In the case of each new or changed position, there shall be ached to the 
pavroll or perso! nel reeords of the emplover a supporting certificate sworn t 
} 


by an officer of the corporation, or if the « mplover is a part nersl ip, by one of t he 


partners, or if a sole proprietorship, by the proprietor Such certificate shall ir 
each case state that the new or changed position is necessary to the operations 
of the company and has been established in good faith al d the pertinent facts 
supporting that conelusion. Such certificate shall be made at the time of the 
creation of such new or changed position, or at least once a month with respect 
to all new or changed positions created during the preceding period 

Sec. 9. Auxiliary pay practices. (a) Operation of any of the following plans 
or practices may continue if such plan or practice was in effect on or before 
January 25, 1951, and the method of application is consistent with the method 
of application over a reasonable period of time prior to January 25, 1951 


1) The normal operation or application of incentive rates or plans; or 
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EXHIBIT 6 
SALARY STABILIZATION BoarRpD Report? OF THE EXECUTIVE DrrRecror, JUNE 1951 


JuLy 13, 1951. 
Dr. Raymonp B. ALLEN, 
Chairman, Salary Stabilization Board, 
Washington 25, D. C. 

Dear Dr. AuLEN: Attached is the report of the executive director for the 
month of June 1951. This report is intended to assist the Board in developing 
its policies and regulations. You will note that some of the actions which were 
in a proposed status during the month of June have now been accomplished, 
One of these is the approval of General Salary Stabilization Regulation No. 1. 

Sincerelv yours 
Josgrn 1D). Cooper, 
Executive Director. 


I. DEVELOPMENT OF A PROGRAM POLICY 


The past month and a half of operation has brought into view a number of policy 
problems requiring consideration by the Salary Stabilization Board. The Board 
will be confronted, however, by the necessity of devoting its attention initially to 
the development Ol hasie salary policies prowlng out of the peculiar needs of sa)- 
aried emplovees under its jurisdiction. This report will go into some of the policy 
elements which seem to require attention at this time, 
A. The elements of a salary policy 

The Salary Stabilization Board was created as an entity apart from the Wage 
Stabilization Board on the assumption that it was responsible for a separate juris- 
diction with unique problems requiring treatment separate from that which could 
be afforded by a tripartite board concerned mainly with the general body of wage 
earners. \ substantial part of the jurisdiction of the Salary Stabilization Board 
includes that segment of industry which is identified generally as ‘‘management.”’ 
In the first report of the executive director it was pointed out that the primary 
objective of the Salary Stabilization Board would be to afford equal treatment, 
under law, for employees under its jurisdiction as compared with those under the 
Wage Stabilization Board. This is intended to assure the public that, in the pres- 
ent crisis, executive salaries would not be given preferential treatment over those 
of wage earners in general 

In the development of public policy one must identify the forces in the environ- 
mont which should properly be considered and reflected in the accomplished state- 
ment ot publie policy which isto serve asa {mini trative law. There are, however, 


considerations of economy and of the ultimate public interest which must be inte- 
rrated 

lhe basic salary policies of the Board should reflect consideration of such factors 
as the following: 

1. The public interest requires that executive compensation, under a stabiliza- 
tion program, bear the same general relationship to the economy as it had in the 
past 

2. The basic salary policies should enable business to operate as flexibly as pos- 
sible with a minimum need for submission of petitions for rulings on the cases of 
individual employees 
3. While the policies must satisfy the requirements of broad public interest, 
labor groups should be assured that equitable treatment will, in fact, be the rule. 

4. Industry should be assured that due recognition has been given to the unique 
problems of compensation in the jurisdiction of the Salary Stabilization Board. 

5. The incentive system, which is at the root of the American system of free 
enterprise, should be preserved consistent with the needs of economic stabilization 

The petitions which the Office of Salary Stabilization has been receiving deal 
primarily with individual increases as distinct from those of the Wage Stabilization 
Board which is mainly concerned with the making of rulings affecting substantial 
groups of employees. As a problem of administration, in itself, means should be 
found for bringing individual cases under general rules. In the case of executive 
compensation this is more easily said than done. There is the contention that 
executive compensation rates are attached to the man and not to the job and that 
executive compensation is usually determined on an individual bargaining basis. 
When replacements are made, among executive personnel, the previous salaries 
paid are not necessarily the salaries which will continue to be paid. Sometimes 
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salaries are redistributed among the officers of a company In other cases, the 
income of a replacement may be governed primarily by his previous earning capac- 
itv even though there may be no change in the duties of his position Executive 
compensation is often influenced by the fact of family participati yn in nanage- 
ment. A member of the owner-family may receive more compensation than a 
nonfamily member. ‘The great flexibility in executive compensation which has 
prevailed is part of the incentive system of management 

For the general run of positions in an organization, duties and responsibilities 
ean be stabilized, defined, and used as a basis for determining appropriate rates of 
compensation. The higher that one moves in the hierarchy, however, the more 
difficult it becomes to determine that a job sheet will govern compensation. For 
this reason, when a petitioner states that an executive 
sibilities or that a theatrical artist has become more 


s taken on hig! rrespon- 


aluable and hence should 
receive more compensation, 1b 1s difficult to make an objective finding approving 








or denying the claims of the petitioner. Accordingly, there might be an element of 
nflationary pressure in attempting to rule on individual petitions since it would 
be difficult to disprove the claims of petitioners. ‘The challenge to the Board, ac- 


) 
eordingly, is to fix rules which will enable business to make individual case deter- 
minations on a flexible basis while vet assuring that the flow of compensation 
Jollars into the economy its proportionately no greater for executives than previous 
practice allowed. 

Klexibility is an essential component of a salary policy that will 


} rganizations have 








} 
| 
tenance of an incentive System for executives. Most lar 
classification systems for general personnel. ‘These establish ladders of promoti 
The positions of executives, however, have not generally been brought under 
classification plans. The normal rules of making compensation changes, to cor- 
respond with changes in levels of difficulty and responsibility, are not applicable 
for the top group of executives and for many administrative officers below the top. 
Probably no single set of regulations will be uniformly applic able to allemplovees 
inder the jurisdiction of the Salary Stabilization Board, which includes at least five 
major groupings: 
if Top management, whose ut que ( onditions of employment have alreadv beet 
liseussed: 
2. Management officers down through the level of forem«e or first-ll Der 
Ors, whose conditions of emptovment and compe sation overiap those 


Dp management and the general body of employe 


3. Professional employees whose duties and responsibilities ar ull Cal 
defined and not dissimilar in their conditions of emp V Ine und compe! 
from those of wage earners in genera 

1. Artistic personne! who, when they reach stardom, are subject to extraordinary 
ompensation arrangements which reflect their bo» fi 
bargaining abilities and the relatively ort spans of eir reers 

5. Outside salesmen, whose compensation Is usual eoverned by 1 
of values of business produced 

In legislating for all of these gro the Salary Stabilization Boar 

) assure consistenev with the basic economie policies and standards of the Wage 
Stabilization Board 
B. The administration of salar 1 polrery 

A policy of maximum flexibilitv for the businessmar making hi ) leter- 
minations, under law, must be accompanied by a vigorous enforcement program, 
This was emphasized in the first report of the executive director. In enforcing 
regulations of a self-administering tvpe, the Office of Salary Stabilization would be 
inder obligation to businessmen who comply with the regulations to assure them 
that their competitors in the employment market will not achieve an unfair posi- 
tion through failure to comply with sal: regulations The Board should give 





attention to the policy of enforcement and should establish its position quite clearly 
ir the guidance of American industry 

If the Board is able to achieve its objectives of developing regulations of a self- 
administering type, there will be a substantial byproduct in the form of economical 
administration. The staff of the Office of Salary Stabilization has perceived an 
opportunity in its preliminary activities to carry into effect, to a maximum extent, 
the principle that the most desirable form of control is the least direct control in 
individual cases, consistent with the requirements of the economy. 

Most of American industry will come in contact, in one way or another, with 
the Salary Stabilization Board, particularly since the compensation of the execu- 
tives in charge of American industry will be governed by the rules of that Board. 
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ly aunique opportunity to demonstrate to the publie that a bureaucracy 
{ { opera y wracteristh whi W ll probably be ascribed to it 
imnber of ybler have aris¢ on which poliev determinations must be 
| Bo in order that pending cases may be disposed of lhese policy 
I out of the administration of the existing salary regulations which 
ply a codification of the previously issued wage regulations as applicable 
diction of the Salary Stabilization Board. Many of the problems which 
are due to the fact that the wage regulations were drafted with the 
xiy of Wage earners in mind. It has been necessary to interpret the in- 
( regulations as they govern salaries. In many eases this has been 
In many other cases, it has not Many of the problems which will be 
random below will be solved itically as salary regulations are de- 
onsideration of the Spe eine pl »blems of the employees i! der the jul 
the Salarv Stabilization Board 
lems listed below are not in any order of priority nor is any attempt 
de here to explain them fully or to suggest remedies. In many eases a 
tion of the subject will be self-explanatory. 
se of the restricted stock option and the determination of its status 
nsatio he use of other stock ownership and stock purchase plans as 
ms of compensation 
ses 
nie comn industries that have not had price 
wd indust shortages of goods 
nature of the purposes of distributing percentages 
ses permitted ‘h-up formula of section 8 of GSSR-1. 
treatment of pensions and other fringe benefits as compensation. 
rpla ! pecially in communities where new defense industries 
l the essential nondefense activities. 





ensation for overtime and extended workweeks. 


teria for the approval of new salary plans in new and existing plants. 


possibilities of the exemption of small firms with due consideration to the 


of cost factors and price determination 
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The next group of figures represent the number of salary cases processed as of 
July 3, 1951 In order to dispose of this number, the small initial staff worked 
under the n difficult conditions with great enthusiasm. Manv of the cases 
processed by staff are not completed, for further action may be required as a 
result of new policies to be established by the Board. In many cases petitioners 


were advised that their cases would be held pending decisions of the Board 





Table 2 


Cases processed by the Wage Stabilization Board prior to May 10, 1951 132 


Cases processed by the Office of Salary Stabilization subsequent to May 10, 
195] 25 
l i LSes yTOCeSSE { L ( July o LYS] be 660 
I xt table lists reports on hand on wh no action ha is vet. b ta 
A e report will, however, be examined 
Tab : 
Ni pia ec. 9) reports on hand as of Julv 3, 1951 159 
Wage Regulation 6 (see. 8) reports on hand as of Julv 3, 1951 5, 614 
I he report of the executive director for the firs t weeks ending June 8. 195] 
the pe was expressed thet the then backlog of 750 cases would be reduced s 
that operations could be brought on a current basis. This hope was set aside 
due to the unexpected transfer of a very large number of cases from the files ot 


SALARY STABILIZATION Boarpb, FEDERAL Security BuriLpInG, Sours 








For immediate release Saturday, Se ptember 15, 1951 
The Salary Stabilization Bos 
exe tive director Josep! > { 
und lations program of 
t he tT Ox ite ble treatme 
1 rr it} tye v 
rep | empha ( 
et | police 
D \ , eed for submissi f petitions for rul mn the cases of 
{ lemr yer 
2 | I \ the of the Americar m t tre 
r it te reserved ist vit tine need Ot ¢ 0 stat 
} ry! } police f eo Sellar Stat tio? Board ) 
} D { Wave Stabili Board re re | | 
rd the report states, “woul liti or 
pr f Der ffecti empl ‘ nde bilize 
B lift I t ( f ploy under e Wa Board 
N rd loy pol for lI ( outline 
j realy S ¢ ad? tr t } mr ble yw of f ls e ¢ pl ( 
R re for 1 to cover their circumstance wre t likely to be 
AP] le ituations which there are a few salaried employees, maki 
re ‘ lifficult 
2. An argumer ade that the small emplover tends to pay less than a 
lar plover a ld be exempted from wage and salary regulations 
». An importa against exemption of small-business employees 
under the Salary Stabilization Board is that production workers and clerical 
employees would resent exemptions for emplovees associated witl 
management resp while they are retained under wage and salary 





controls Exemption of small business would probably require joint action of the 


\s to basic salary poliev, the July-August report states: 

In devising regulations for its main group of regular salary earners, the Salary 
zation Board should take up, one by one, the general wage regulations 
adopt them to their owr jurisdiction The onlv difference should be those 
occasioned by variations in compensation practice. These will relate, principally, 
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to the individual bargan e la pattern a sala 1 rkers 
A | salary st ation should then b ed W ould 
repli he preset V Stat atic Re l ym N l and l Ssub- 
sequent regulations as should be incorporated it essor re atio 

Other policy problems outlined in the report it ide 


1. Extended workweek and effect on differential 
2. New Plants and rapid growth organizatior 


3. Prod ivityv increases 

In the first cate rv, it Do io ha tial 1 no are 
from the Fair Labor Standard \¢ are not Db t ( 1) 

i ougn It nV Cases the i ( sequ tiv ft ! i ( ( 
supervisors are actually rat t the peop 
1 ad This is one of the e eritical spot prol re ut 

Under the se id categor expla 1 

univ upon the concept ol i ur rica 
practl ‘This ba | not pa t iva cant 
pliant the report sta | i be that it W p 

ich latitude under a p f f-ad stration eit I 
organizations 

\ to prodauctivit CT 1 t report p 1 ru T i i j 

crease Is given for a arnt 1 plant { i ra 
( re surate cl i ~ | i OrKe;Tr ( ( 
he thrown out of line This pr one that ealls for careful study and poli 
determinatior 

Asserting that ‘‘the Board has stated that self-ad istering regulatior nust 
he Vigorously enforeed so that tl I Vv 1 it violat tt “ ot alnh und 
ployment advantage over the majority who ordinarily comply with tl ay 
report continues: 

“This is an important matter. One can hardly expect labor as a t 
accept vigorous enforcement of the wage stabilization reg ations unless nere 1s 
equally vigorous enforcement of tl lary stabilizati r tions I rea 
zation of the Board’s intent wi lepend large mm tl ns pp! 
priation to be voted by the Co i i salar tal il 

SALARY STABILIZATI( Boarp, Rt RT OF THE Ex \ Dr 
J y-A r 1951 
SALARY 8S ATIO B RD 
Wasi ) D. ¢ { é } 
Dr. Raymonp B. ALLEN 
Chairman, Salary Stab nB Washi ” i), ¢ 

Dear Dr. ALLEN: The report of the ¢ ‘utive director f nont J 
und August 1951 is respectfu l t 1 for the rat I Salal 
Stabilization Board 

Chis i he third repor ( rT i t 
fy wer é 1 J ll ‘ 15 ey? ] ) va ‘ 

anni The second report Lor t wa i i 1 i 

e preliminary po pia \ i 1 i eb it I 

tence on Julv 10. 1951 
ess tha 2m ths have elapsed ( soard be i I i} L 

ne the Board has had to take co terim a because e are & gO 

economy while it sought the outlines of its timate policies and regulations 
the meantime, the staff of the Office of Salary Stab whi began the task of 

moving the operational case load This served to identify further the proble 

areas requiring policy solution Phe ort wl fi ws seeks to recapitulate 





and project forward the experience and thinking of the period beginning July 10, 


throu August 31, 1951 


tiully, 


} 
rt) 
il 
Respe et 
t 


I, DEVELOPMENT OF A PROGRAM POLICY 


During the past”2 months the Board has had an opportunity to test the te: 
tative assumptions regarding the elements of a salary policy as set fort! the 
June re port of the Exe ecutive Direct rand approved bv the Be ar i | nis testing 


process has come about through consideration of interim policy, throug ns 
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Zz i i Lia DO 1 ¢ uboi ) D i f] is 
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\\ : itist I broad pul erest 
! iss 1 t rea ( Ct, I the ] t ~ 
' an ; 9 «ti 
; : ’ n ¢ e Salarv Stal iZat i 
— | 
| ( ( eu \ ] l ) ( Ame! \ tem of free 
it rt ed { ( 1 I ! tat tor 

i eV ne of Koard 1 ilready « 1 ts actions, is to preser\y 
{ ricai relationships betwee! t ed emplovees and wa emplovees, 

/ fron to ge regulations In addition to these broad criteria of suitability 
the ry policies of the Board ist parallel the wage policies established by 
the Wage Stal ation Board ofar as practicable his means that if any 
( litions to be regulatea by the Salarv Stabilization Board are similar to anv 

ler the regulations of the Wage Stabilization Boara, there should be identical 
treat nt | eC QO! V ju { fi Al rT tor ce VIATIOI would be wl re the conditions 
r procedures of compensation affecting emplovees under the Salary Stabilization 
eae re different from t} of emplover der the Wage Stabilization Board. 
I \ I Ane here procedural differences require variations 
Ir it I Saiary Stal IZALIO! Board should eek the Same 
p ‘ 
ira re the t ler 1 he Salarv 
- poara ra venerali Ur I Vo. S of the | ( I otal IZATIOI 
\ itor I tha 
I no! ities aA j l { I t Salar Stabilization 
1 ‘ reculatio : es. orders. and decisions of t} 
\ es ) soard to the fullest pra ible extent, to provide a unife 
rogram for t tabi of all wage Llarle and ¢ er 
on of emplove ler the jur on of both Boards 

| el Salary board not wdated I order, a proper rea it 

( I vould re I ( t he true meet ground of the 
Boards i t oO! tin private estal hment rough- 
it 1 ! where peo I for a e emplover find themsely 
rf mr i¢ policv requires that salaried workers rece 
‘ ‘ ea ent under iwe ea rs he defenss would be 
i ered if ‘ we or Dp were to bece e I less be Lust ¢ ng that 
more favorat trea was being received by emplovees more ident d 
wit! nageme ) tl ther hana, ¢ uty a demands recognitior i the 
normal differences in compensat treatment 
Ph tial differen: f treatment within the jurisdiction of the Salary 
Sta ition Board as aga t the conditions dea th bv the Wage Stabilization 
| raa ear to be 

1. Salaries are ormalh etermined t l vidual bargaining as distinct 
fror ective bargain! IK wage earn sithough there are exceptior to 

\ gh salary plat ve been adopted by quite a few companies, the prevailing 
! ila inder a so-called random rate method 

2. Lhe ju 1 ) I e Salary Board inelude corporate officers, owner 

ey ves, and the upper ranges of compensatio 
: luding the so-called fringe benefits, the principal sources of compensation 
of the wage earner are hourly earnings plus overtime. Employees within the 


mainly within the upper ranges 
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few employees under the Salary Stabilization Board while they may have a sub- 
stantial number of employees who will come under the general wage regulations. 
The considerations in developing policy regarding small business employees under 
the Salary Stabilization Board are: 

The general rules tend to treat on the problems of the large employer who 
has substantial groups of employees under the jurisdiction of both Boards. 
Among the employees under the Salary Stabilization Board, notwithstanding 

idividuality of compensation treatment, there tends to be an averaging out 
process. There may also be aggregate limits on such employees established 
through budgetary practice. Rules which are formulated to cover these cireum- 
stances are not likely to be applicable to situations in which there are few salaried 
employees, making regulation very difficult. 

2. An argument can be made that the small employer tends to pay less than a 
large employer and, thus, could be exempted from wage and salary stabilization 
regulations. 

3. Animportant argument against exemption of small business employees under 
the Salary Stabilization Board is that production workers and clerical employees 
would probably resent exemptions for employees associated with management 
responsibilities while they are retained under wage and salary controls. This 
would probably require joint action of the two Boards. 





B {in outline of basic salary policy 

In devising regulations for its main group of regular salary earners, the Salary 
Stabilization Board should take up, one by one, the general wage regulations and 
adapt them to its own jurisdiction. The only differences should be those occa- 
sioned by variations in compensation practice. These will relate, principally, to 
the individual bargaining and the lack of pattern among these salaried workers. 
A general salary stabilization regulation should then be published which would 

place the present General Salary Stabilization Reguiation No. 1 and such 
subsequent regulations as should be incorporated in the successor regulation. As 
already mentioned, separate policies would be developed for the regulation of 
the groups excluded from this proposed regulation, as outlined below. 

Major policy components.—The following appear to be the major policy com- 
ponents paralleling the provisions of the general wage regulations: 

1. The freeze date of January 25 would be retained The concept is that all 


salaries and other compensation are frozen except as otherwise indicated in sub- 
sequent regulations 
2. The 10 percent catch-up formula would have to be retained in order to remove 


initial disparities for companies which did not make increases up to 10 percent 
in excess of salaries and other compensation paid as of a stated base period. The 
base period of the first pay period ending on or after January 15, 1950, would be 
retained. The purpose of this provision is to establish parity among different 
companies and to remove the advantage of employers and employees in cases 
where salaries were raised shortly before stabilization and after the outbreak of 

Korean war. Variations to the extent of percentages greater than 10 percent 
might be permitted on an individual petition basis where January 15 reflects 
a depressed period of compensation lower than that of other components of the 
economy, 

3. In order to maintain the real purchasing value of the salary dollar, the cost-of- 
living provisions embodied in the general wage regulations should be applicable 
to salaried employees under the jurisdiction of the Salary Stabilization Board. 

1. There should be provision for the making of adjustments to relieve in- 
equities between plants. While this is particularly acute in connection with 
plants competing for the same employees within the same community, increasing 
population mobility requires the alleviation of disparities between major em- 
ployers within the same industries. ‘The danger connected with this policy 
seems to be that an inflationary pressure could result by pushing salaries up to 
the highest common denominator. It would seem, therefore, that considerations 
of national manpower policy must be reflected in dealing with problems of inter- 
plant inequities. 

5. Provision should also be made to relieve intraplant inequities. These are 
situations where the customary and historical relationships between wage and 
salary earners or between separate salary earners are disturbed as a result of 
legitimate increases given to certain individuais or categories of employees but 
not to others. This is, in the main, the so-called tandem relationship. 

6. The employer should be given his option of various permissive plans under 
which individual salary adjustments, promotions, transfers, and new hires may be 
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effectuated without necessity for prior approval by the Office of Salary Stabiliza- 
tion. The employer may be authorized to use a salary plan, if he has one, or he 
may petition for approval to install a salary plan. The employer may be given 
a formula under which he ean make the so-called random rate adjustments. If 
the employer can establish, over a substantial period of time, the existence of a 
payroll ratio between the salaried employees and wage earners he might be 
authorized to continue his previous practices so long as the same ratio is main- 
tained. Ifthe employer has been determining rates of pay according to a so-called 
maturity curve, time-salary curve, or experience-salary curve, he may be au- 
thorized to continue paying salaries in accordance with such compensation curves 
for the identical types of employees 

7. The availability and use of auxiliary forms of compensation should be de- 
fined. These would include the so-ealled fringe benefits such as 
tion privileges, health plans, profit-sharing, insurance, ete 

Che regulations would, of course, continue existing exemptions, i. e., State, 
county, and municipal employees and educational, religious, and charitable em- 
ployees, with suitable clarification 

Treatment of other categories The promulgation of such a regulation would 


pensions, Vaca- 


enable the Board to achieve maximum conformance with the general wage regula- 
I ble. W hile 


tions for the group for whom maximum conformance is pri 
separate regulations would have to be established for the categ of employ- 





ment excluded from this regulation, and while these regulatior id contain 
different provisions, the economic intent of the general wage reg ms must be 
preserved, insofar as practicable, even in those regulations designed to take care 


of unique situations 


€>. Subsidiary and m ‘scellar €OUuUs DO 1 problems 


The issuance of a general salary stabilization regulat for regular salary 
earners and auxiliary regulations for other of employment will not 





in itself solve all of the policy problems of tl Chere will, of course, be 
many changes or adantations which will have to be made as a result of new condi- 
tions or of the evaluation of the administration and effect of poliey TI may 
be called policy maintenance work 

In addition, there are a number of miscellaneous policy problems, not vet re- 


solved, as well as various subsidiary problems by way of expansion or refinement 


of the more basic policy regulations 











Extended workweek and effect upon differentials or example, policy must be 
developed with respect to the effects of the lengthened workweek of wage earners 
upon salaried employees. Salaried employees who are exempt from the Fair 
Labor Standards Act are not by law required to be paid overtime, although in 
many cases their employers have paid them overtil Ordinarily, salaried 
workers are required to work generally for the same periods of time as the regular 
plant and office clerical forces As a result of the lengthened workweek of the 
wage earners and the clerical forces, their wages and salaries have gone up whereas 
the salaries of supervisory personnel and of professional personnel have remained 
stabilized without reference to the extended workweek. Consequ ere 
have been cases reported to the Board in which supervisors are ac ng 
less than the people under them for the same work periods This en 





most acutely in the elimination of pay differentials between the foreman and his 
men 

lhe problem is not solved simply by increasing the pay of the foreman, for 
the differentials between his pay and that of others on a salary basis would also 
become disturbed. This happens at the moment to be one of the more critical 
spot problems. Among the factors which must enter into consideration are the 
method of increasing the compensation of salaried employees and the extent to 
which increases should be reflected on up the line 

Vew plants and rapid growth organizations The treatment of new plants 
requires consideration in connection with almost all phases of regulation planning 
The present regulations are based mainly upon the concept of maintenance of 
customary, historical, or existing practice. ‘I 
available in the case of new plants. 

Somewhat related to the problem of the new plant is the growth organization. 
This also is a phenomenon of the defense expansion program. If the organization 
was simply to expand gradually, 
demonstrated and maintained for purposes of salary stabilization. The difficulty, 
however, is that. overhead personnel requirements and costs tend to increase geo- 
metrically in relation to arithmetic increases in the size of an organization. 


is basis simply is not particularly 


but not considerably, existing ratios might be 
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series of salary regulations. The Board did decide that in this interim regulation 
it would make only such changes as would be required in recognition of the 
individual character of employment and compensation within its jurisdiction, 
The Board planned to have another meeting with representatives of industry 
prior to reaching a conclusion. 
D. General Salary Order No. 1 

On August 3 the Salary Stabilization Board approved General Salary Order 
No. 1 which removed the expiration date of July 31 from section 10 of General 
Salary Stabilization Regulation No. 1. This is the section dealing with escalator 
clauses in employment contracts providing for increases in accordance with rises 
in the cost of living. In adopting this order, the Board simply recognized parallel 
action already taken by the Wage Stabilization Board. This also was regarded 
as an interim action by the Salary Stabilization Board without prejudice to its 
discretion in reformulating its total policy problem for future issuance. 


E V scellar ous pol cy re solutions 





Field organization The first problem presented to the Board when it held its 
first bi ess session in July was the nature of the field organization which it 
should have. The initial assumption under which the executive director had 


operated was that the services of the Wage and Hour Division of the Department 
of Labor would be utilized in the field for preliminary screening and for the making 


of routine rulings on petitions. It was contemplated also that the Wage and 
Hour Division would be used for the making of investigations just as was planned 
in the case of the Wage Stabilization Board. By the time the Board was con- 


vened, however, it was evident that there were considerations pro and con. 

After considered discussion the Board determined that it would establish its 
own field organization and that it would not contract for the services of the 
Wage and Hour Division. The major consideration was that the Salary Stabiliza- 
tion Board felt that in requesting the services of the Wage and Hour Division it 
might improperly interpret the intent of the Congress. It was felt that the 
Congress might regard this as a grant of authority to the Wage and Hour Division 
to operate in an area of compensation not heretofore recognized by the Congress 
as proper for that Division. The Board recognized also the objections of industry 
representatives to the utilization of the Wage and Hour Division in connection 
with management compensation practices beyond the normal scope of that 
Division 

l'ransfer of cases to the Wage Stabilization Board.—The Board adopted a resolu- 
tion authorizing the transfer of certain individual petitions to the jurisdiction of 
the Wage Stabilization Board upon the request of the employers. These petitions 
represented cases in which the employer had treated as a single unit for pay 
purposes both wage-hour exempt and nonexempt employees. The Board stip- 
ulated simply that the employer must make the request, he must not already 
have received a ruling from the Salary Stabilization Board on the case and 
transfer of jurisdiction would be subject to the acceptance of the Chairman of 
the Wage Stabilization Board. 

Disposition of cases While the Board was deliberating on the regulations which 
it would issue, its backlog of pending petitions continued to mount This 
backlog consisted of cases inherited from the Wage Stabilization Board and re- 
ferred by the Wage and Hour Division as well as cases that came in subsequent to 
Mav 10 For the most part, these cases could not be handled under existing 





regulations This is because if they did actually come under the regulations the 
emplovers in most cases would not have had to submit them The staff of the 
Office of Salary Stabilization was, however, without authoritv to dispose of 


pending petitions until appropriate regulations could be formulated and approved. 
The Board, therefore, decided, early in August, that it would authorize the 
executive director. under conservative criteria, to di pose of petitions involving 
mainly small requests, consistent, generally, with the framework of policy as it 
was evolving. This program of case disposition was only beginning to get 
underway during the last week of August in view of the fact that the limited 
CAS( har lline staff began dispo ito?! of approximat lv 500 yx titions relating to 





t 
bonuses as soon as the bonus regulation was adopted 


II. OPERATIONS OF THE OFFICE OF SALARY STABILIZATION 


The Office of Salarv Stabilization has two main responsibilities: (1) It effectu- 
ates Board policy through disposition of cases and through the conduct of com- 


pliance and enforcement activities, and (2) under the direction of the Board it 
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conducts necessary studies and develops policy proposals for consideration by the 
Board. The Office of Salary Stabilization has been hampered in its activities by 
the slowness of its rate of recruitment. This, in turn, was influenced by the delay 
of reenacting the Defense Production Act of 1950 and by subsequent action of the 


House of Representatives in proposing a curtailment of funds requested Che 
activity for which candidates have been most difficult to find is the Office of 
Program Policy. Accordingly, the executive director has carried this portfolio 





and has served also as general consultant to the Salary Stabilization Board. 
Notwithstanding its personnel handicaps, the Office of Salary Stabili 
to report substantial accomplishment. 





A, Special panels and committees 

Stock options.— Because of the number of petitions on hand at 
of this problem vould require a substantial pe riod of time, the executive directo 
with the approval of the Administrator, appointed an advisory panel on stock 
options prior to the actual formation of the Salary Stabilization Board The 
chairman of this panel is Wesley A. Sturges, dean of the Yale Law School. 
Members of his panel are Dr. John Calhoun Baker, president of Ohio University 
and William A. Werntz, former chief accountant of the Securities and Exchange 
Commission and member of the firm ot Touche, Nive ni, Ba \ i : 
panel was charged to conduct public hearings in order to make findings of the 
facts and make recommendations to the Salary Stabilization Board as to the 
manner in which stock options were to be regarded for purposes of economic 
stabilization, 


Professional sports.—In view of the economic conditions of compensation in the 
professional sports field, the Chairman appointed a professional sports panel to 
examine into the compensation practices in that field of activity, to make findings 


ilization Board. 


as to the facts and to make recommendations to the Salary Sta 
The chairman of this panel is Dr. H. C. Byrd, president of the University of 
Maryland. ‘The other members are Tyrus (Ty) Cobb, businessman and former 
baseball star, and John Kieran, former sports columnist and current editor of the 
Information Please Almanac 

Entertainment talent.—The Chairman also appointed a special committee to 
study compensation practices in the motion-picture, radio, television, and allie 
fields of activity within the jurisdiction of the Salary Stabilization Board The 
chairman of this committee is Rov F. Hendrickson, former Federal administrator. 
Members of this committee are Philip Siff and Neal Agnew, both businessmen 
having a technicai knowledge of the motion-picture industry. The committee 
was instructed to conduct studies and to ascertain all pertinent facts and points 
of view. On the basis of its fir 
whether or not it would subsequently require public hearings 


} 
! 


idings the committee was charged to consider 


B. Snectal studies 
Outside salesmen.—Recognizing that compensation arrangements of outside 
salesmen would require special treatment in the regulations of the Salary Stabili- 


zation Board, a meeting of repre 
was called to receive the points of view of salesmen within the jurisdiction of the 





‘ntatives of organizations of outside salesmer 


Salary Stabilization Board. One of the points of view developed was that the 
salesmen felt that the Salary Stabilization Board should assure, in effect, a floor 
under the earnings of salesmen through the forbidding of ar changes in compen- 
sation practice It was the opinion of counsel that the Board had no power in this 


regard. As August drew to a close, arrangements were being made to assist the 








Board in the drafting of a regu on relating to outside salesmen. <A meeting of 
representatives of sales management was also being arranged The tentative 
plan was to draft a regulation which would finally be submitted to representatives 


of salesmen and sales management prior to final action by the Board. 





Engineers.—The profession of engineering selected as an area in which 
to conduct a pilot study which would cut across all aspects of salary regulation. 
The Chairman and the executive director met on three separate occasio1 with a 
pecial task force group set up by the Engineers Joint Council representing the 
five principal engineering societies which have membership in that coune 





Members of the engineering profession have, on the whole, been paid on a con- 
servative basis for a considerable period of time. With the aeceleration of defense- 
production activities engineers are now in short supply There is evidence of 
considerable pirating. Consequently, the stabilization of engineers’ salaries 
has become a critical problem. It is related also to national manpower | 

The Chairman and the executive director found the meetings with the engineers 


to be highly fruitful. Inasmuch as the report to be submitted by the task force 
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fact that there were escalator clauses in existence covering 3 to 4 million workers. 
In its intensive review of this problem, the Board sought to maintain an equitable 
balance between situations in which employers, and unions where involved, had 
chosen to adopt formal escalator arrangements, and those situations where eme 
ployers, and unions where involved, had rejected such formal arrangements as 
inconsistent with their traditional patterns of bargaining. On August 2, the Board 
unanimously adopted a policy of permitting the wages of all workers to be related 
directly to the cost of living. This policy permits cost of living wage adjustments 
through automatic escalator clauses, periodic reopening of contracts, or voluntary 
adjustments by emplovers where collective bargaining is not involved. 

Under this policy, the straight-time rate of pay is permitted to move up from 
January 15, 1951, no more than the increase in consumers’ prices—which, 
through August 15, amounted to slightly over 2 percent. In the case of new 
escalator clauses the policy stipulates that where wages are increased with the 
cost of living, they shall also be reduced in the future if the cost of living declines 
The policy thus permits moderate wage increases to workers whose rates of pay 
have not kept up with the cost of living, while limiting these increases unless the 
cost of living moves substantially higher 

The policy also recognizes that there are exceptional cases in which the last 
wage change was made some time previous to January 1951, and in which hard- 
ships and inequities have resulted from a decline in real wages since that time. 
In a limited number of such cases, the Board may find such inequities and permit 
their correction. The Board may then permit a cost-of-living adjustment based 
from a date earlier than January 1951, as was done recently in the case of cotton 
textile workers in Fall River and New Bedford. 


Correction of interplant inequities 


The Board’s new policy on interplant inequity situations, which was approved 
by the Economic Stabilization Administrator on September 27, is a major addition 
to the Board’s long-range wage stabilization program 


During periods of full employment of manpower and plant capacity, such as 


the present one, there is usually a narrowing of differentials between rates paid 
by low-wage firms and prevailing community wage levels. To prevent small 
firms which are contributing to the defense effort from adjusting their rates to 


1 


the lower limits of the generally prevailing or ‘‘stabilized’”’ community wage level 
would have the effect of freezing hardships and inequities for small firms, contrary 
to the intent of the Defense Production Aet 

The new policy will permit adjustments affecting a small minority of plants 
and employees. Since 1 ‘able to the lowest-paying firms in a par- 
ticular industry, area, or oceupation, it will have no appreciable effeet on the 





t is only apphi 


general wage level which remains stabilized in relation to the cost of living Firms 
which are at or above stabilized wage levels will not be permitted adjustments 
in their w | ‘Is under this policy. 





reneral objectives of 


Basica ly, the new OllCV Is a tri vartite agreement on the 
pias | se 
tich will be followed 


{ 
} 
I 


an interplant inequity policy, as well as on the procedures w 
in arriving at decisions in particular case 


Flexible a istments of wade vithin establishment 
In American industry many plants maintain basic wage structures whicl 
rather than single wage rate for job 
structures are then made on the basis of 
r reasons, Such adjustments permit one 
tribution of individual workers t 





& pole, which is flexible enough to permit 


unions where they are involved) to make 
the wages of individuals and groups of 
xtent and size of such adjustment O as to 
OduC need 
auce!l I vy fir Li ftic l hirin rret 
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ince widespread use would result in general 
M 





d be self-defeating. Moreover, wage increases are 
only one of the approaches to obtaining and retaining needed manpower— and 
limited in their effect if used alone fo assure the limited application of this 
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policy, @ ‘‘rare and unusual” petition will be considered by the Board only after 
it has been established, through reports from production, procurement, and mar 
power agencies, that production is urgently needed, is behind schedule, and that 
the need cannot be met by other means. 


Fringe adjustments 





Under General Wage Regulation 13, the Board will pern 1djustme er- 
tain supplemental pay practices, usually referred to as ‘“‘fringe iten It only 
up to the level of the prevailing industry or area practice. 

Enforcement 
Although the wage-stabilization program depends basically on voluntary 


compliance, violations must be corrected and prevented. The Wage Stabilization 
Board has established a three-member National forcement Commission and is 
proceeding to set up similar commissions in et regional office. The Board’s 
enforcement and litigation division will direct investigations and head up the 
prosecution of violations, while the enforcement commissions will sit in & quasi 
ju licial capacitV to determine whether there have Deer VIOLALIONS a i what 
penalties should be invoked. 








The Wage Stabilization Board looks on its enforcement job not primerily 

















as & punitive undertaking but as a program designed to insure that those who 
comply with wage regulations voluntarily ar not thereDdy put at & compe} 
tive disadvantage. The enforcement program will be vigorous; current plat 
eall for 2,500 investigations a montl 
Dispos lion of petitions 

The Board and its staff have devoted substantial effort to the dispos tion of 
a large backlog of cases which accumulated during the period in which the Board 
was form ig new policies Several admiunistrat actions were taken to 
reduce the backlog, including the establishment of a Review and Appeals Com 
mittee The recent completion of the organization of the regional board ould 
soon serve to prevent the further accumulation of any back of p 

The fforts to reduce the backlog of cases have been ver essfu Betwee 
February and late September, the Board received a tota LS, 164 petitior By 
Septe nber 21, approximately 3,900 cases ha 1 been dispose 6.500 by 1 : ! 
and 2,400 by cancellation, withdrawal, or dete ination that thev were itside 
of Board jut Sdiectiol The backlog of approximat: oUU0 cases 1 1¢ { ral 
hundred cases in which partial action has bee: aiken, \ id 
awaiting ruling Approximately half of the rrent endl ses al 
in the regio! 

fetween May 8 and September 21, the Board ted on 6,533 petitior Five 
thousand five hundred and eighty-four were approved f 274 
approval, and 663 not approved \n additional 485 cases re partia 
that is, an interim ruling was issued on part of the ca t some of the 
are still to be acted or 

The majority of petitions filed with the soard ha volved requests f 
wage increass either alone or in combination with othe proposa 
75 percent of the cases fequests fo approva \ 1A \ 
involved in about 13 percent of the petitions l'rit tt ther a 
combination with wage increase vere involved ess than 25 percet 
petitions Most prominent ame fringe item propo we thos 
insurance, and pension plans, holidays, and va I 

There has been a marked shift in the basis upon which adjustments are re 
quested. In Mav about one-third of the cases ! to the Board ins ved 
req ue ts for the establishment of new plant rate I Lit Wit about 10 percent 
based on tandem re mships, and 13 peres i red rplar 
equitte Pet Lions ed W t tne re on i \ teé 
that new plant schedules are olved S D n 
reltatiol p lO p { 1 terp i e ( 
cases 
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Rapidly rising prices strike hardest at those living on pensions and others 
whose incomes are relatively fixed. While their impact on this group most 
obvious and immediate, a continued uncontrolled increase in prices presents a 
broader threat to every American citizen. Inflation impairs the smooth fune- 
tioning of our economy at a time when we must exert every effort to str rthen 
the United States and the free world against the growing danger of agers 








It destroys the v: Otive to sa It makes 
it impossible for the businessman to plan ahead, thus disrupting production and 
the orderly flow of goods It creates a panic flight from uid assets to good 
[It creates intolerable tensions in our social fabrie leading to sharp socia nfliet 
and mutual recriminations as to who is to blame. f ations w ive 
failed to cheek inflation have invariably paid the price in social and e¢ omie 
chaos. This disaster we are resolved to avoid 

THE REQUIREMENTS OF TI DEFENSE PROD N ro 

In this emergeneyv, we cannot be content with partial meas ( I 
which confront is today is Ol Ul result of price increases for a fe 
or groups of commoditie prices ive been going up all along VW 
therefore take broadgauged, sweeping action to halt the spiral in pri Because 
f the comprehensive character of this action and the need for speed, it has not 
peen practicable to establish committees of representative r the pers t 


stantially affected by this general ceiling price regulation and to co 
them. 











It is recognized that the issuance of one regulation covering ns of prices 
and sellers and thousands of industries, differing in strueture, market organizatior 
and degree of complexity, cannot be expected to cover adequately t 1" ti- 
tude of problems that arise in day-to-day pricing therefore. the intention 
of the Direetor of Price Stabilization to Issue, as soon as practicable and after 
appropriate CONS a m, additional p eeuimg re Wations, some genrea 
scope, and some tailored to meet the separate probl f individual industr 


This regulation, freezing prices at the hi 
December 19, 1950—January 25, 1951, is generally fair and equitable 


According to the latest data available, corporate profits belore t 





























ond half of 1950 were at an all-time high, running at an est ated annual rate of 
17 billion dollars Prior to 1950, the previous peak was reached in the third 
quarter of 1948, when corporate profits tax ve at an annua f 
about 35 billion dollars. ‘The average a ial rate of profit the period 1946-49 
vas slightly under 29 billion. ‘Thus, the current r: re than a i al ( 
the peak level of 1948, and m« than 60 perce t yinual a ‘ f 
the period 1946-49. Data available for individ lusty and for | 3 
ot all size Classifications, present n atmost uniltor pieture i high prot 

First things come first. Che dire need of the moment is te stop the } ng 
price advance in its tracks he fact t it prices are ! ITrozen at rr eveis 
does not mean that there will be no downward adjustments the futur e 
choice of the base period 3p ified the present regulation wa lictated 
siderations of administrative practicability In the future e price-cost struc- 
ires in the various industries will be examined to determine where i 
present prices are appropriate 

The base period selected Is un form tor i st ers ve! 1 \ t! = reg at ) 
Normally, there is a lag between a change in prices at one level and a corresponding 
change in prices at the next level of production and distribution rhe degree of 
the lag usually depends on the rapidity with which merchandise is turned over and 
on the state of the markets But these are certainly not norma The speed 
vith which prices have beer over the whole economy l nat st 
sellers have been keeping pace with, and in mar cases antl g ! rise 
tn Costs. 

In addition to the basie requirement that the regulation ‘“‘be generally fair and 
equitable,” the Defense Production Act of 1950 provides So far as pra 
cable * * * the President shall ascertain and give d ‘ ‘ 
parable prices ’ . ’ which he finds to be representative r those preva y 
luring the period from May 24, 1950, to June 24, 1950 , . ’ shall als \ 
jue consideration to the national effort to achieve maximu prod 
ance of the objectives of this . and] sha ve a CO l i ) 
uch relevant factors as ma leem to be of general applicabilit . . * iD 

iding the following Speculat ve fluctuations, general increases 0 ( 1 
‘ost of production, distribution, and tr ( and era re le- 
‘reases in profits earned by sellers of t 11 or b perfor the 
ervice, subsequent to June 24, 1950,’ 
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of this provision is to avoid interruptions in the flow of essential imported com- 
modities, and the consequent reduction of supplies available for the defense 
program, as well as to avoid the damage to our relations with friendly nations 
that would result if importers canceled bona fide contracts. Once deliveries on 
existing contracts have been disposed of, the importer’s ceiling price reverts to 
the base level. 

Opportunity will be afforded, through arrangements to be made by the Depart- 
ment of State, for consideration by the Director of Price Stabilization of the views 
of foreign governments regarding adjustments of ceiling prices of commodities 
which are of special concern to them. 


HIGHEST PRICE LINE LIMITATIONS 


Manufacturers of certain apparel and consumers’ durable goods are required to 
maintain ceiling prices which do not exceed their highest price line in the base 
period. The purpose of this provision is to prevent unnecessary increases in the 
cost of living The Act permits the issuance of such a requirement at the manu- 
facturer’s level. This provision will become effective in a short time, with the 
issuance of the list of particular categories subject to this requirement. 


PARITY ADJUSTMENT PROVISION 


This special provision of the regulation is made necessary by section 402 (d) (3) 
of the Defense Production Act of 1950 relating to minimum standards for agri- 
iral commodities, which provides in part as follows: 


‘ it 
No ceiling shall be established or maintained for anv agricultural commodity 
below the highest of the following prices: (1) The parity price for such commodity, 


¢ 


as determined by the Secretary of Agriculture in accordance with the Agricul- 
turel Adjustment Act of 1988, as amended, and adjusted by the Secretary of 
Agriculture for grade, location, and seasonal differentials, or (ii) the highest price 
received by producers during the period from May 24, 1950, to June 24, 1950, 
inclusive, as determined by the Secretary of Agriculture and adjusted by the 
Secretarv of Agriculture for grade, location, and seasonal differentials, * *  *. 
No ceilings shall be established or maintained hereunder for any commodity 


processed or manufactured in whole or substantial part from any agricultural 


commodity below a price which will refleet to producers of such agricultural 
ymmodity a price for such agricultural commodity equal to the highest price 
herefor specified in this subsection * ' 


Both under the Defense Production Act and this regulation, a commodity is 
”? ry] 





al agricultural commodity’ only if parity prices are determined for it by the 
Seer ire. He determines parity prices for approximately 170 
lifferent commodities Parity prices for the most important of 
these co published on the 30th day of each month in Agricultural 
Prices, ar ifticial publication of the Department of Agriculture Parity prices 


for other agricultural commodities are similarly published in Agricultural Price 
at less frequent intervals 

Those agricultural commodities which are under the legal minima have been 
exempted at the producer level. The prices at distributor levels have been 
frozen under the regulation, subject however to the provision that any increase 
in the price paid to the producer may be passed on, in exact dollars and cents 
amounts, through all subsequent stages of distribution. 

As for commodities processed from such agricultural commodities any increase 
in the price of the agricultural commodity may be passed on by the processor 
in the exact dollars and cents amount of his corresponding cost increase. This 
adjustment formula is made applicable to subsequent processors, and to distrib- 
utors of the processed commodities. 

The provisions represent the most effective controls available, in the context 
of a general freeze ceiling regulation, to achieve maximum stability in the cost 
of living consistent with a general compliance with the special provisions quoted 
above. There may be areas where margins of distributors of agricultural com- 
modities, and of processors and distributors of their products, are ample to per- 


mt a requirement of absorption of the basie cost increases Such requirements 
will be imposed where the situation warrants At the time of the issuance of 


this general freeze regulation it has not been possible to consider the separate 
special situations involved 


The formulas used in the parity adjustment provision in effect maintain a 


dollars and cents mark-up, and therefore do not permit compounding of basic 


cost increases 
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Finally, attention should be drawn to the provision bringing these adjustments 
to a halt when the parity determinations of the Secretary of Agriculture disclose 
that the legal minima have been satisfied 

This automatic parity adjustment provision is not applicable to commodities 
whieh are currently above legal minima, and therefore any increase in their costs 
may not be passed through from one level of production or distribution to another 
The most important of these commodities above legal minima are beef cattle, veal 





calves, lambs, sheep, hogs, wool, mohair, cotton, cottonseed, flue-cured tobace 
rice, and prunes Any other approach to the price control of commodities y cl 
exceed their ‘legal minima’’ would be wholly inconsistent with stabilizat 
FINDINGS OF THE DIRECTOR OF PRICI STABILIZATION 

In the judgment of the Director of Price Stabilization the prices of commodities 
and services generally have risen and are threatening further to rise to an extent 
neonsistent with the purposes of the Defense Production Act of 1950 

In the judgment of the Director of Price Stabilization the objectives of tle IV 


of the Defense Production Act of 1950 cannot be attained by voluntary act 
by business, agriculture, labor and consumers or by taking action with respect to 
ndividual commodities and service 

In the judgment of the Director of Price Stabi 
ished by this Regulation are generally fair and equitable and are necessary to 
effectuate the purposes of Title IV of the Defense Production Act of 1950 

So far as practicable the Director of Price Stabilization gave due considerat 
to the national effort to achieve maximum production in furtherance of the objee- 
tives of the Defense Production Act of 1950: to prices prevailing during the period 
from Mav 24, 1950, to June 24, 1950, inclusive; and to relevant factors of general 
applicability. 

In the formulation of this Regulation specia circumstances have rendered 


lizatior e ¢ ng prie estab- 


mpracticable consultation with industry representatives, including trade associa- 
tion representatives However, prior to the fort lation of this Regulation the 
Director of Price Stabilization has advised with a large number of persons repre- 
senting a substantial segment of trade and industrv coneerning methods of check- 





ng inflationary trends 
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Definitions and explanations. 
Secrion 1. What this regulation does [The purpose of this regulation is to 


establish ceiling prices for all commoaities and services (except those specificallv 
exempt) upon the basis of prices in effect during the perioa from December 19 
950, to Januarv 25, 1951, inclusive. This period is referred to as the base 
period.”’ 
SEC, 2 Ipp rcability, ¢ fective date and prol ahitior 








a) Applicability. The provisions of this regulation are applicable to the 
nited States, its Territories and possessions and the District of Columbia 

b) Effective date. This regulation is effective immediat« 

C Prohibitions After the date of thi regardless of a ( r 
ther obligation, you shall not sell, and y not t e re ar rse 
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of Price Stabilization, provides adequate pricing instructions for virtually all 
transactions), you may apply in writing to the Director of Price Stabilization, 
Washington 25, D. C., for the establishment of a ceiling price. This application 
shall contain an explanation of why you are unable to determine your ceiling 
price under any other provision of this regulation; all pertinent information 
describing the commodity or service, and the nature of your business; your pro- 
posed ceiling price and the method used by you to determine it; and the reason 
you believe the proposed price is in line with the level of ceiling prices otherwise 
established by this regulation. You may not sell the commodity or service until 
the Director of Price Stabilization, in writing, notifies you of your ceiling price. 

SEc. 8. Modification of proposed Ce ling price s by Director of Price Stabilization 
The Director of Price Stabilization may at any time disapprove or revise ceiling 
prices reported or proposed under this regulation so as to bring them into line 


W the level of ceiling prices otherwise established by this regulation. 

Sec. 9. Customary price differentials. Your ceiling prices, when determined, 
shall reflect your customary price differentials, including discounts, allowances, 
premiums and extras, based upon differences in classes or location of purchasers, 
or in terms and conditions of sale or delivery 

Ske LO kx porters and tre porters 

1) Exporters: Sales by persons exporting commodities from the United States 
territories and possessior are subject to the provisions of this regulation 
If the ceiling price is determined by the seller for domestic purchasers, it may be 
adjusted pursuant to section 9 to take account of the seller’s customary differen 
t for export sales 
Importers: Sales made within the territorial jurisdiction of the United 
States, its territories and possessions, of commodities imported by the sellers 
from other countries are subject to the provisions of this regulation 


Special provision for importers with existing pure hase commitments 
1) If you resell a commodity which you import in substantially the same 
form (except for services normally performed by importers such as sorting or 
packaging), or sell that commodity after simple processing operations by you, 
sucl wool scouring or coffee roasting, you may adjust a ceiling price deter- 








mined under section 3 for any such commodity which is delivered to you pure 
suant to a contract dated on or before January 26, 1951 to offset an increase in 
la if 1 bt since the base pe riod, The amount of the permitted increase j the 
dollar and cent amount by which your current landed cost per unit exceeds 
( I hest base pr riod landed cost for the commodity 

2) If you are adjusting your ceiling prices under this section for any of the 
cor odities listed below, vou must within ten days after your first sale at 
the new price, file with the Director of Price Stabilization, Washington 25, D.C 
& report showing your base period price, current foreign invoice price and tota 
landed costs of commodities repriced. This paragraph applies to importers of 
the f wing kinds of commodities: Nonferrous meta ferro-alloys; minera 
raw agricultural products; textile fibres and fabric ‘hemica metal scrap, 
crude and semifinished steel; lumber and pulp 

The the foreign invoice price plus the following expenses 

a rtation costs; (2) customs duties or import taxe 3 
ot Cl Orn ioditv taxes 1) lock charge 5 clearance 0 surance 7 letter 
f credit expenses; and (8) any customary buying commission to a purchasing 
ager utside the continental United Stat 

~ 1] Pa ” adiu ments in Ce ling price 

i Commodities 0 t hy this section This section appli s to the follow 
ing ted agricultural commodities and to commodities processed in substantial 
part from them Based on the most recent publication by the Secretary of Ag 
riculture prior to the effective date of this regulation, the listed commoditie 
ure In below the mini l prices req lired to be reflected to prod icers by 
Section 402 (d) (3) of the Defense Production Act of 1950. This section shall 
cease to apply, however, to anv such commodity as soon as the Secretary has 
announced by publication that the price of thelisted commodity has reached the 
highest of the “legal minima,” the two most important being (1) the parity 
DI ind (2) the highest pr received by producers of the eommodity during 


» 24,1950, inclusive, both as determined and 
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adjusted by him Any ceiling price previously determined under this section 
and in effect at the time this section ceases to apply shall remain as 
ing price. 





. ; - } . J 
Listed agricultural commodities 


Field crops Fruits Vegetables Continued 
Barley Grapefruit Cantaloupe 
Beans, dry edible Lemons Carrots 
Buckwheat Limes Cauliflower 
Corn Oranges and tangerines Celery 
Flaxseed \pples Cyarlie 
Hav \pricot Kale 
Oats Avocados Let 


. ( herries., swee \) 
Peanuts 
Cherries, sour Potatoc 
as . , ol 
Peas, dry Tie ld Cranberries ~ i 
Popcorn Date Sweetpota 
Rve Peaches boba 
Sorghums for grai Pear Burley 3 
Sovbeans Pineapples Cigar filler and binder 


Wheat [ree nuts types 42-44, 46, 5 





Livestock proauc 7 
» | erts { 4 i} Ol 
Butterfat Peca ( 7A WrADDE! vne 62 
Chicker Walnuts Dar air-cured types 
Liggs Vegetables 35-36 
Milk Beans, lima Fire cured, tvpes 21—24 
Turkeys Beans, snap \Mlarviland tvpe, 32 
Sugar crops: Beets Pa. seedleaf type 4 
Viaple sirup Cabbage a! cured pe 3 
Mi le Wuevar sweet Cor! Virscellaneous 
eeeuaees SULAT Pe : — i] sas 
Sugar beets Pimentos Py ; 
Sugarcane sirup Spinae Spearmit 
sugarcane Lomatoes | S 
} Pro / VJ 4 ' 
| V0 se col od rT ‘ 
from one rom t ot the ste i ( t 1 m1 ( 
are below the eCgai I ma I ( 1 
2) the ec to uu of a rre i! { I 
modit or ( mmod ed 1 ; ; 
\ paid du r tl | | Cast ea 
the lo a1 , ‘ 7 ‘ 1 , 4 ‘ ‘ ’ 
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») American-Egyptian cotton. 
») All live animals. 

7) All fresh fruits and vegetabl 
(8) Fresh fish and seafood and game. 
9%) Seeds including hay, pasture, legume and covercrop seeds and other seeds 
(10) Crude pine gum. 

11) The following oilseeds or nuts, their oils and fatty acids or combinations 


*s and tree nuts 





of these oils so long as in normal trade practice they retain their identity: 
Babassu kernels Perilla seeds Sesame seed 
Babass 1 ¢ | Perilla seed oil Pesame oil 
Cacao butter Oiticica oil Sunflower seed 
Castor beans Muru-muru kernels Sunflower seed oil 
Castor oil Muru-muru oil Cucum kernels 
Cohune kernels Olive oil, edible, sulphur Tucum oil 
Cx ne ¢ and other inedibl Uricury kernels 
( l ernels Palm oil Uricury oil 
{ ( Palm KerTnHeISs Cashew Sii¢ I l { 
Copra Palm kernel oi] Sharp oil 
Coeoar | Poppyseed Whale oil 
Tle seed Poppyseed oil Sperm oil 
Hemy ed oil Rapeseed, rapeseed oil Cod oil 
Kap Rubberseed — 
hap ed oil Rubberseed oil 
s 15 Lmendments protests and nt pretations The Director of Price 
Stal ation may issue supplementary regulations modifving or implementing 


this regulation as he deems appropriate. Price Procedural Regulation No. 1 
ets forth the circumstances and the manner in which vou may obtain an official 
interpretation of this regulation; file a protest; or petition for an amendment 
If the Director of Price Stabilization determines that adjustments are necessary 
to prevent or correct hardships or inequities and can be put into effect consistently 
with the objectives of the Defense Production Act of 1950, he will issue appro- 
priate amendments or supplementary regulations providing for such adjustments. 


Sec. 16. Records Chis section tells you what records you must preserve and 








what additional records you must prepart 
’ Ra De d records 
l You n preserve wd eep aval ul e for exan ination bv the Director of 
Price Sta se records in vour posses showing the prices charged 
hy fy modities or eEPrvice wt vi delivered or offered to le- 
er da gr period, and also ficient records to estal nh the stest 
t 4 + rre i y vo p! or to the ¢ a of the base period ? PIT sing he 
"ae an (if , ire a olesaler or ret at 
> ] additio on or hefors \l ure} ] 1OA] ou n t prepare nd preserve Aa 
ate . MA g the categor of commodities wt vou meade deliv- 
( ‘ i 1 offers for delive during the base period vr if vou sold services vou 
! i re nd reserve 1 tatement t yr Une er es whicl ) delivered 
r offered to deliver duy he } e period 
) On « efore Mar 1. 1951. vou must Oo prepare and reserve & Ce@ll- 
rice t how er the commoaditie each eategory isting each n 1 
' ‘ , } } OT ‘ Oy CES leli ed or ffered for delivery bv vou 
fut he base period together with a description or identification of each such 
t yr ser e and a statement of the ceiling price Your ceiling price 
t mav refer to an attached price list or eatalogue. If vou are a retailer vou 
may satisfy the requirement of this paragraph (3) by recording on vour purchase 
vows covering the commodit including every model, type, stvle, and kind) 
1 ered or offered for deliverv b vou during the base period, the price at which 
r id, or offered the commodities for deliverv, during the base period 


“A 





must also prepare and preserve a statement of your customary price 


lift rentials for tern and condit ons of sale and classes of purcha ers which you 


‘ , 
ad in effect during the base period 
5) If vou operate a restaurant, vou are required to preserve all menus used 
by 1 during the last ten days of the base period and all menus hereafter used by 
Current records If vou sell commodities or services covered by this regu- 
lation vou must prepare and keep available for ex: ation bv the Director of 
Price Stabilization for a period of two years, recor the kind which you cus- 





tomarily keep showing the prices which you charge for the commodities or services. 





REPORT OF JOINT COMMITTEE ON DEFENSE PRODUCTION 117 


In addition, you must prepare and preserve records indicatir 
upon which you have determined the ceiling pri 
not delivered by you or offered for delivery during the base priod. If you are 
a retailer you are required to preserve your purchase invoices and to record 
thereon both your initial selling price and the section of this regulation under 
which vou have determined your ceiling price 

(@) In certain situatior - other sections of this regulation re 
records to be prepared or submitted 

Sec. 17. Sales slips and receipts Any seller who has customarily give pur- 


g clearlv the basis 


‘e for any commodities or services 


chaser a sales slip, receipt or similar evidence of purchase shall continue to do so 
purchaser any seller, regardless of previous custom, a ive 





Upon request from 
the purchaser a receipt showing the date, the name and address of the seller 
} 


1e name of each commodity or service sold, and the price received for 


Sec. 18. Evasion Any pra ich results in ol f lirect] 
price than is permitted by this regulation is a violation of t} regulatior s 
practices include, but are not limited to, devices mal 
services, cross sale transportation arrangements, pret I liscount pecia 
privileges, tie-in agreements and trade understanding 

SEC 19 Transfers olf ness oT tock in trade If t} | ( 9 
in trade of anv busing are sold or otherwise transferred after January 26, 1951 
and the transferee carries on the business, or continues to deal in t! ar tvpe 
of commodities or services, in an establishment separate from any other establist 
ment previously owned or operated by him, the I S ¢ insfere¢ 
shall be the same as those to which his transferor would have been subjé f 
such transfer had taken place, and his obligation to keep records sufficient to 
verify such prices shall be the sam The transferor shall either preserve ar 
make available, or turn over, to the transferee all records of transactions prior to 
the transfer which are necessary to enable the transferee to compl) 
record provisions of this regulation 

Src. 20. Separate statement of tares. In addition to your ceiling pri \ may 
collect the amount of anv excise, sales or similar taxes paid by you as ] 
if, during the base period, vou stated and collected such taxes separate f 
vour selling price. In the e: of such a tax imposed | ’ is ef ‘ 





until after January 26, 1951, vou mav collect the amount of the tax actually paid 


as such by you, in addition to your ceiling price, if not prohibited by the ta MW 
You must in all such case tate separately the amount of the tas 
Sec. 21. Penalties Persons violating anv provision of t] regulation are sy 





ject to the criminal penalties, civil enforcement actions,-and suits 
damages provided for by the Defense Production Act of 1950 

Sec. 22. Definitions and erplanations. This General Ceiling Price R¢ 
and the terms wl ich appear in it shall be construed in the following manner, unless 
otherwise clearly required by the context 





Business establishment This terin reiers to the PONVsICa CaTLor of the st Tre, 
hop or other place of business vu which commoditie¢ fire manufactured Or old 
or at or from which commodities or services are suppli 

("Jas or pur ha er o D chase Ot same ciass This tern refers To the practice 
adopted by a seller in setting different prices for sles to different pure! rs or 
kinds of purchase rs ror example: manufacturer, W esaler, nopper, retalier, 
oeated in different areas or for purchasers of differer untities or grades or under 
different terms or conditions of sale or delivery 

Commodity. This tert neludes commodities, materials, articles, pr ; 
upplies, components, processes, a! d contracts to buv sell or deliver any i the 
foregoing 

Delivered A commodity shall be deemed to have been delivered during a 
pecified period if during that period it was received by the purchaser or by any 

’ including a carrier owned or controlled by the seller, for shipn ‘ 
Or, A service shall i deemed to have heer aehnvered or Iipp 

he specific 1p T difd period as } pro 

Dy ecto oO P ce lal ” his eTIM exte S » ANY ncaa 
flicials of regional or cal offices) to whom t! Director of Pr S y 

ler delegates the functic } Ve Or au TY ererre re I 

I Cpo eT I} S term means any perso! s¢ I L rit ri is 
gulation either directly or throug! ve ul r shipy s 
piace oO Ss 1 he Ur ted stat S territories &a ip t 

Import Chis term mear he perso y whom a com! port i 

O first sells it after import 
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All other orders and directives of the Economie Stabilization Administrator, 
luding General Order No. 3 of January 24, 1951, are hereby superseded to the 
t 


Eric JOHNSTON, 


Economic Stabilization Administrator. 
Issued: January 26, 1951. 


ECONOMIC STABILIZATION AGENCY 
Tire 32A—NATIONAL DEFENSE, APPENDIX 
CuHarprer II—Economic STABILIZATION AGENCY 
WAGE STABILIZATION BOARD 
GENERAL REGULATION No. 1 
STATEMENT OF CONSIDERATIONS 
This General Order 


l 


issued by the Wage Stabilization Board in discharge of 


it respo isibilities under the provisions of the Defense Production Act of L950, 
Executive Order 10161, General Order No. 3 and General Wage Stabilization 
Regulation 1 of the Economic Stabilization Administrator It is designed to 
tal wages, salaries and other compensation and to effectuate the purposes 
and intent of said statute, orders, and regulation 

ORDER 


In accordance with and pursuant to section 702 (e) of Title VII of the Defense 
Production Act of 1950, increases in wages, salaries or other compensation covered 
by General Wage Stabilization Regulation 1 of the Economic Stabilization Admin- 


e Stabiliza- 





istrator, which require the prior approval or authorization of the Wag 

tion Board, include inereases in all forms of remuneration to emplovees by their 
emplovers for personal services, including, but not limited to, vacation and holiday 
payments, night shift and other bonuses, incentive payments, year-end bonuses, 
employer contributions to or payments of insurance or welfare benefits, employer 
contributions to a pension fund or annuity, payments in kind, and premium over- 
time practices and rates 

Adopted u imously by the WAGE STABILIZATION BOARD. 
CYR S. Cuine, Chairman, 


GWR 5, Rev 
INCL AMD‘ | 


JuLy 27, 1950 


Washington 


Tire 32A—NaATIONAL DEFENSE, APPENDIX 


? 
CuapreR LV—WAGE STABILIZATION BoArRbD, ECONOMIC STABILIZATION AGENCY 
reneral Wage Regulation 5, Revise 
GWR 5—ADJUSTMENTS FOR INDIVIDUAL EMPLOYEES 


Pursuant to the Defense Production Act of 1950 (Pub. Law 774, Sist Congress, 
Pub. Law 69, 82nd Congress), Executive Order 10161 (15 F. R. 6105), Executive 
Order 10233 (16 F. R. 3503), and General Order No. 3, Economic Stabilization 
Administrator (16 F. R. 739), General Wage Regulation No. 5 is hereby revised 


STATEMENT OF CONSIDERATIONS 
The purpose of this General Wage Regulation is to establish rules and pro 
cedures governing the administration of wage and salary structures within which 
increases in the compensation of individual employees may be made without 
specific approval of the Wage Stabilization Board. 
These increases do not ordinarily affect the general level of an establishment’s 
wages and salaries. In fact, these individual employee adjustments, when prop- 
erly made, do not normally increase labor costs 





REPORT OF 


The 
administration of existing 
manner with a minimum of governmental interference 


Wage 


Stabil 


ever, It Is necessary 


practices are not abused in order to pirate labor nor cumulat 


JOINT 


ization 


to make 


COMMITTEE 


> certain that tl 


general wage or salary increases 




















ON DEFENSE 


1ese Wage and 











PRODUCTION 


Board recognizes the necessity of permittl 
wage and salary structures to continue in a 





| 


NOrInal 








Consequently, this regulation has been devised so as prov broad a- 
tions to safeguard the ends of stabilization while leay maximum fl 
to employers and emplove es. 

There is wide diversity of practice with respect to 1 adjus 
dividual employees. In some cases, formal written plans have been « lis 
which include jobs or job classincations groupe 1 into labor and al grade 
with prescribed rate ranges and procedures governing the al ft il rf 
individual adjustments. In others, there are plans of classificatio 
formalize the individual adjustme Some es ive pla 
written out or established throug! ears of practice g es ar 
paid for jobs and labor grades { which do not contemplate al al ad 
justments, preferring to ps emplovees 1 { occupat abor vera 
Another, and very large f establish I has f ved i 
giving increases to individual emplovees on e bas f f 
service and has not created written or formal sched i ~ rra i é 
Often this type of establishment has so few emplovec itriou Da . 
and labor or salary grades that a formal vo we I I 
regulation has been de signed LO permit p tice i l 
contradiction to the purposes of the Defer i LU50. t ( 
with a minimum of interference and administrat WOr 

The Wage Stabilization Board recognizes eve eles pos ly ‘ : } 
application of this regulation may for particular 4 ents O1 ius re 
sult in substantial hardship or equ | : CASE Board w ‘ 
consideration to requests for approval of pia I do no et e require 
of this Regulation 

This regulation replaces Genet Wage Regulation No ss amended 
was issued as a temporary 1 ut ic mn Fel 12 ) The Board has 
adopted this regulation as a re i a thoroug study f t om 1 ) oO 
regulation and has consulted representatives ¢ and 1 I 
the formu yn of this regulatio 1 consideration has be f ) ul 
ards and procedures set for Title [LV and Title VII Defense | i 
Act of 1950 

R rY | 
Definit 
Me to eT “ 
< t I I ‘ 
Fir ‘ 
f Rate fy vw ¢ ( ane } 
7. Other auxiliary pay pr 
8 RK “ t 
). Rate red t req 
) Repea existing Regu 
AUTHORITY* Sect tl “04 1 : 
( Interpret apply Title IV, I Sst BE. ¢ } 

p.: E. O. 10233 16 F. R 

SECTION 1. Defiinitions As used i s regulatio1 t 

a) “Rates paid on January 25, 1951” i les rates revised by reason of wage 
or salary increases put into effect theres r in accordance with regula 3s or 
rulings of the Wage Stabilization Board 

b) “Group”? means all the employees in a bargainir pla ( er 
establishment, department, job classificatior abor or salary grade, wage ite 
or salary level, or other group of employees whichever the empl r has t ed 
as a unit in the administration of his wage and salar jules or pra S 
The term excludes temporary and par emy ( arners ra $s, and 
probationers 

c) “Straight-time rates” for purposes of this regulat ean wages or salarie 
paid per hour, day, week, month or other time unit ex¢ ( er 
penalty or premium rates and exclusive of vacation pa iday pay, vear-end 
bonus and other fringe benefits, but cluding incentives, | yn bonus o1 
ther similar payments 

d) “‘Established rate range’? means a range of rates for bo b classifica. 
tion with clearly designated minimum and maximu { r wi ire estab- 











} ) f fer A onta j ’ VI oy hedule 1! ef] t ol wary 
) hy) \ I { «* lk i 1 i¢ Ordal f Vit! he 14 
? > f re > 
Rate rar nethod of ya) ent for a ! ID eal Lt range oT rate for 
gla | care : ' ? hy HNeEcif rot for ndividual emplove 
' ¢ | } ‘ engt ryvice ) m\ } 0 DUA Ol of 
hon ¢ f 2 1 oi im a 1 Aa maxim rate a 1 i 
1 9 ‘ rd het ’ e tw I i be expressed | ri 
' 1» ) 
| ’ ) Y ylear ’ { } ) } 1) ) yf | 
! \ } ‘ ) | ’ ( ra 
~ , t , ‘ ‘ , } ‘ eg t) i 
' } hy 1 i ( ) Der I \ 
‘ \l or e rat yr ort \ 
> 
hars } 1 ) i ed i 0?! eith } 1 
| , | } ‘ ’ ’ , 4 ’ ) yr iok . 
. ' 
t ( ‘ 1 for t on 
. , 17 y , > Pea ng net / 
‘ 
‘ I ) , salar rat li 
rv be ’ {1H ’ nrova \\ oe Stal ' 
‘ ) ; (‘¢ i ) ! 4a) r\\ qT ’ 
} } ( ’ } rye ( 
, ( ) roup 
4 ‘5 . . rylear . ( ; ’ ’ ws, i Tc) t) 
r | ; ‘ T | } t Tt) ) ‘ 1 rot OT 








) ! ( i ! i } t ) ry ( Crea 
}) { yor rhe i t ra ra ’ 
' ran 
- , ‘ ) ) ‘)} ( ) 
, j ( { ! ia 
I | plo 1 ! )  ¢ i i ) i l 
Be | ? } T ’ 
; ( , ‘ j ra j 
CH Wal i) i } | ) 
ist i 1 a DO i i} i 
i 1 ! { il tha { { } 
1) 1950 vas an average of 305 employer sada 
i The ! me ¢ 1 ( mb emplo d. but for the December 16 
\ vere 300 love t near mber to the average On 
! i ra me hou rat paid was 8420.00 
| 1 ) I creases united 0 it the ear tota 
S21.00 0 1 ) I U1 ( percentage oO e increases gra 1 
Q t-t ( \ S$?1.00/8420.00 or 5% In converting fre 
t {O hours | ( va ed sin e actual schedule 
| f ! ( ( 208 d rm Or 6 } ! 
i 1 
i NCAatlor estabiisned rat ra { 1O pa ) period ¢ 1 
( Ja a 1} of current calendar veatr 1 ap} the percentag 
i he resulti f ur t tie merit and { of 
( crea That ma I ranted in the curr t cal lar vear 
f pavi i CTCASE 1 during t e cou ot I ear, & iarger I nd tor 








REPORT OF 


JOINT 


the straight-time rates for 


month of the vear which had « 


above to this average 














job ela Ol 
per hour h, wi 

rf total vields SOO 
may be increased by a 
employees may De nere 
be increased 10¢ per | 


20¢ per ho ir 


90761 


ul 


Erample: Consider tl 
Assume that merit or | 
15, 1951 Pavroll perio¢ 
which has elapsed aré 
helo 
Payroll period 
January 15, 1951 
February 15, 1951 
Maret 15. 1051 
I al 3 mont! $1.77 
eq i SEO SKS 
In distribu a1 
t i I Xi I | 
All merit or le f 
who thereafter it or wer 
[nereast rar | rainee 
probationer mid I é I 
hall not be charged aga 
} Op 
CIMD LL ee I rt oO?! 
further that the perce 
are currently pa Val 
$150.00 per hour SIX | 
ot the emplovee Lr) Unie 
3 
iv be reased ( 
\V/ toa nath of 
{ ler optio 
combined that iv be i 
roup of « ) ( 
il not exceed 8) } 
PLOY) O¢ . 
[ Lo e té al 
rates for he pavi 1 
ear of all the emy 
stablished ra range I 
ont! or ther fi i 
ft this fi re f he { 
Lv be ranted { curre 
If payr have Cc 
er) a | ‘ tl Oo ( 
( traigt me rat I 
oO h ot 1} vear wht 
li list l al 


COMMITTEE 


ON 


¢ sam cal 
vth of ser e 
S ¢ ling neare 
ed to determ 
) ige 3! 
i 1 rate ra 
i 
rea r pl 
‘ a 
il ( ial 
fro 
CS a rwpie fT 
that 
\ ( a 
{ { 
Lt i 
{ atl 
t ‘ T 
Y tT ~ ‘ 
{ | 
ro I } tye 
Ot) ¢ milove 
i ased 
’ } 
i l Ta 
‘ he ( y 
! it i 
ire 
L\ ? 
wal 
’ ’ 
( iT 
( i i 
i} ia iit 
i 1 1 
T Ct ( ea 
hnereatter p 
charged ag 
wid poral 
pro ) mS OF 
ta 
\ I tha 
ut rate 
Lille wou 
r yuUT TI 
i f S9O.00 ne 
ed 15¢ per ho 
ir and e rat 


DEF] 


t} 
Ast 
| } 
‘ ra! 
er 
/ ' 
i 
Ca 
’ 
i 
0.0 


‘ 


NS! 


PRODU‘ 


ect t} 
tac ( 
iy 1 ‘ 
’ 
i 
ta e @ 
} é ne 
} 
al 
i 
il 
) 
H) 
i pa 
i 


TION 











124 REPORT OF JOINT COMMITTEE ON DEFENSE PRODUCTION 


lll Me rit and or le ngth of Service twcreases granted in accordance with an estab- 
lished plan in actual operation on January 25, 1951. (a) An established plan is 
one which meets the following tests: 

1) It must have been contained on January 25, 1951 either in a written collee- 
tive bargaining agreement, or in a written statement of policy or procedure, 
or in a written notice that had been furnished to or posted for the employees 
or in some combination of these documents, and 

It must contain a schedule of rate ranges with clearly designated minimum 
and maximum rates for each job or job classification, and 

In accordance with the normal operation of the plan the employee would 
normally be reviewed for a merit increase or entitled to a length of serviee increase 
at or before the time the increase is granted, and 

It must set forth maximum amounts or maximum percentages of merit or 
length of service inereases which may normally be made, however 

If it otherwise qualifies, but does not specify maximum amounts or maxi 
mum percentages of merit or length of service increases which may normally 
be granted, a plan shall nonetheless be deemed to be an established plan if the 
average amount or average percentage of merit or length of service increases or 








both combined made in the current calendar vear does not exceed the average 
ymnount or percentage granted in the calendar vear 1950. These respee- 
tive averages shall be calculated by totaling the amounts or pereentages of all 
{ merit and length of service inereases continued granted to individual em 
ployees under the plan during the calendar year 1950 and dividing by the total 
number of employees who received such increases These computations shall 
exclude trainees, part-time and temporarv employees, learners or probation 
and increases resuiting trom promotions or transfers OF employees &s well as the 
or notice setting forth such established 





Impiover at ail times for ins} 
yreement, stateme 
ve granted in accordance with the 
he emplovees covered by it, provided: 


raised above the maximum rate of his rate 





é t or notes 
} 
| 





‘SS may 





stablished plan may also permit m t or 
ed in advance of otherwis¢ rmal min 
lerTWwis Oormal Maximum amounts or } 

not be granted without prior approval | 
liv 11 INCTCASeS OT e€ ProvIsh sofapla 





hy } er Tine wt j i Jar j 195 
f I maximum rate of & job or JOD cla fication or labor or salar rad 
wa creased or first established in the period Ju 24, 1950, to January 25, 1095 
ana the amount of the inerease in the maximum rat Was greater than ti 
Arr Of increase ¢ at the time to any incumbent in the job or job class 
fication or labor or v grade and (c) the maximum of such raté range was on 
January 25, 1951 1 15 pereent above the highest rate paid to anv em 
plo n such job or job classification or labor or salary grade in the period Jan 





uary 1, 1950, to January 25, 1951, the employer shall file the rate range with the 
I f the Wage and Hour Division of the U. S. Department of Labor 


ie highest rate within that rate 


nearest ommee oOo 
wit! 60 davs from date hereof together with t 


range actually being paid to incumbents on January 25, 1951. If so filed, meri 
and/or length of service increases may continue to be granted within this rate 
range unless, within a vear, the Wage Stabilization Board disapproves or modifies 
it with respect to increases thereafter. 

\ Records to be kept by employers making merit or le nat of service increase 
Any emplover who makes a wage or salary increase because of merit or length of 
service shall keep a record of the following with respect to each such increase 
effective after January 25, 1951: 

1) Name of the employee 
b) Effeetive date of increase. 
Rate before and after increase. 
/ Job title or job description. 
e) Maximum of the rate range of the employee’s job or labor grad 

Insofar as the above information is available from records currently maintained, 

such records shall suffice to meet the requirements of this section. Such records 


e 


shall be maintained for three years following the calendar year in which the 
increase became effective, available for inspection by appropriate government 
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agencies, and to the extent required by law, to the recognized or certified bar- 
gaining agent. 

(vi Prerequisite s for approval of new plans or modifications of ex ” lans to 
govern individual wage or salary increases. 

(a) A new plan or modification of an existing plan governing individual wage 
or salary increases may be approved by the Wage Stabilization Board \ plan 
must include: 

(1) Description of each job. 

2) The grouping of jobs into grades, if any 
3) Rate range for each job 

(4 Specified limits for increases 

b) The Wage Stabilization Board’s ruling on a new plan will be mad 
light of the employer's past practice and of relevant pra tl 


occupation and/or area, as may be appropriate. 








c) If there is a reeognized or duly certified labor organization repre 
any of the employees covered by . LD a : 
for any modification of an existing h « slovees 
mitted jointly by the emplover an izatic 

D Persona Oo randon role met 1 It g ] 
some establishments some jobs al ra anges ' 
written schedules in effect on Jar ) I lat 
of rates was paid to incumbents nb NIN. 
the same rates although there wa ora 
of services increases: or (ili) there plove y ‘ 
in which it has bee! the practice reas ry 
iv) wage rate schedules were t fort! timu 
above which merit or length of service increases have be rranted 

2) Groups or establishments with sue Der 1} or rand I ! 
payment may not make merit or length of service CTCASES \ hout pric ' 
of the Wage Stabilization Board of the individua re ase . y 
withi which merit end/or length of ser ( ( t ra i 
with options (i) and (il) In section 2 (a 9 

Cc Sinal ate method of pay ni Merit or |e } f ' . 
not be made without prior approval of the Wage Stal Boar 
in job or job classifieations in which a single 
on January 25, 1951, bee the established practice t a0 y 
service increases 

Sec. 38. Promotions or transfers to hiqher-paid 4 WV ‘ 
motion or transfer of an emplovee to a higher-pa 
is required to perform the normal duties of sue! 
may be increased subject to the followi limitatior 

1 If the iob to which the emplovee is promot 
range the rate within the range to which he may e increased sha 
by the practices or policies set forth in an applicable co a 
ment or written statement of policy or ocedure u¢ i era } 
25, 1951 If such agreement or written statem«e | 
contain specific policies or practices governing the rate ( ! 
or transferred employee may be increased, the emplovee may be increased 
rate corresponding to his ability, experience, and tra Sucl is ha 
not be deemed a merit or length-of-service increase if made within 45 da after 
the promotion or transfer In no event shall the empl rate he eas 
to a rate in excess of the maximum of the ate range fi the job classinecation to 





which he is promoted or transferred 
2) If the job to which the emplovee is promoted or transferred pays a single 


ased to a rate rh e@NXCESS 





rate, the emplovee may not be ine l 
e or the established rate for the job paid oO! Jar wry 25 1951 wl iche ver 18 





3) In the ease of temporary promoti mns or transfers not exceedi vs 
the employer’s past practice or the applicable provisions of a collective-b ng 
agreement with respect to the rates to be paid to such promoted or tr ed 
emplovees may be followed 

b “Records to be kept hy employers making promotions or transfers Anv e? 
plover who makes a wage or salary increase resulting from a notion or transfe 


shall hereafter keep the following records with respect to each of such increases 
except for temporary promotions or transfers not exceeding 45 days 

(1) Name of the employee. 

(2) Effective date of the increase 


3) Rate before and after the increase. 
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Src. 7. Other auri ry pay practices A Che ad ! 
dividual employees of shift pren ns, ove! e rate ult 
lowances, suggestion awa or other similar auxiliary pay 





a written collective barga 


missible if they result from the terms of 
ora written statement of policy or of 


effect on January 25, 1951. 


procedure provided those | 
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practices most recently in effect prior to January 1s EY 
payroll records, may be followed 
b) Benefits from an insurance or welfare plan or cover 
plan wi ch accrue to an individual emplovee as a re i 
oft EPrVvice ON ¢ } if it y? PAT T ? Y { j i ' 
provided or adjusted in a f such adjustme 
specific tert of a plat otfe J irv 25. 1951 
sh ¢ s / , 1d ) / j | ‘ ¢ 
Ipplv to { ites a dra ra ) Jar \ 20 
iy A tage aces 1t date. If 
] } . } 7 i 
t i ( lla and Ir 
DA prac ce 
Src gg |} ve . Nat} 
a reduction in the wa ra vl ! t ¥ 
Shy 10) }) f , , ( ' \ | 
\ ded Februat 9 yr ; 1 
Adopted by t Board « 27 
| 
( 
7 e 
\\ 
\\ p 
| , 1) j 
( } | } i \ \\ ~ t 
~ . } 1) » ] \ () i 
| () Ole R Gio ( \"\ - 
6 | | Slt ' | ~ \ 
R. 739 ( ! hte 
\ f i } ‘ ’ ‘ 
f } \\ Q 
‘ } ~ } \ 
+ + ( 1) Py 4 
> Cy Wi: ~ | 
‘ 
} ] ) 
( 
i 
f a : 
ea } } f 
ran en 
rf 
\ ‘ 
( 
e*t 
ly , 4 ia ( t 
rd ne OT 
| T f J T { 1 ? 
Vi Ct a] | 


PRODI 


ri¢ 


a 
re 
1(rT f 
n eft 
x ur 
} } 











128 REPORT OF JOINT COMMITTEE ON DEFENSE PRODUCTION 


dustry groups a series of questions, the answers to which would provide the 
Board with essential information for the development of wage stabilization poli- 
cies. Thereafter, the Board conducted conferences, some of which were attended 
by representatives of labor and some of industry, who presented their views re- 
specting the development of wage stabilization policies. In the formulation of 
the provisions hereof there has thus been consultation with industry and labor 
representatives, including trade association and labor union representatives, and 
consideration has been given to their recommendations. 

here were broad changes in wages, salaries, and other compensation paid 
employees during 1950 and in January 1951 until the issuance of General Wage 
Regulation No. 1 by the Economic Stabilization Administrator. These changes 
followed the period of late 1949 and early 1950, when wage and salary rates had 











remained relatively unchanged. The consumer price index was also relatively 

able in that same period. In the spring of 1950 business conditions improved, 
and both wages and the cost of living commenced to rise. The outbreak of the 
Korean war a ntueted these developments. Disparities arose as between differ- 
ent groups of ompl Ss ax a consequence of such factors as different expiration 
or wage reopening dates in collective bargaining agreements or other special 
circumstances. Disparities also developed in various industries between increases 
in wage and salary rates and increases in the cost of living. These disparities 


were frozen as a result of the issuance of General Wage Stabilization Regulation 





No. 1 of the Economie Stabilization Administrator. In order to deal with, and 
attempt to solve this time inequity, or ‘‘cateching up” problem, and to facilitate 
the effec tive prosecutio! of the national de fen e effort, t] Cc Wave Stabilization 
Board has determined and adopted the policies set forth below. These policies 
ire designed to correct suc juities as have arisen because of disparities between 

reases in Wages and salaries and the increase in the cost of living since January 
15, 1950, or which may subsequently arise during the period covered by this 
po 

The Wage Stabilization Board recognizes that there may be further changes 

he cost of living The pres policy is adopted for the period until July 1, 
1951 Che poliey set fort erein will be fully reviewed and reexamined before 
t { f Der | 
RE A 

‘ + 

\ t i b. Law s ( Inter | IV, Pub, 

v 774, Sst I F. | ) 

Section 1. Polter If general increases in wage and salary levels in an appro- 
priate emplovee unit have been less than ten LO percent since the base pay 


ure increases in Wages, salaries and other compensation may be per- 


mitted in amounts up to but not in excess of the difference between such past 
, j 


increases, if anv, and the permissible ten (10) percent.! This ten (10 percent 
hi T ll be reviewed in the light of the \pril 1951 index number of the Official 
Consumer Price Index revised of the Bureau of Labor Statistics when published. 

Sec. 2. Definitions under this regulation a) Base pay period, ‘Lhe base pav 
period shall be the first regular pavroll period for each appropriate employee unit 


on or after January 15, 1950 

b ippropr rate employee Ur it. An appropriate employee unit for the measure- 
ment of changes in wage levels is a group composed of all employees in a bargain- 
ing unit, in a plant or other establishment, or in a department thereof, or in a 
company, or in an industry, as best adapted to preserve contractual or historical 
relationships. 

\n appropriate emplove e unit for the measurement of changes in salary levels 


is each plant or major business division of an employer, or each certified or rec- 


ognized collective bargaining unit, treating as separate groups, however, (i) those 
emplovees who q ralify as ““exee itive, admini trative, professional or outside sales 
personnel” under the definition of the Faic Labor Standards Act, as amended, and 


ii) other salaried « mployees in the unit. 
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; (Cc Waae and salary levels, Wage and salary lev include time and incentive 
I- earnings, commission rates, and actual or prorated sums of any regularly paid 
d bonuses and night shift differentials, but exclude overtime 
= emplover contributions to or payments of insurance or welfare benefits, employer 


of contributions to pension funds or annuities, and other like allowances 





1 


Tr Thus, wage levels are to be expressed as average straight time hourly earnings, 
‘luding prorated night shift differentials Salarv levels may be computed o1 


a init 
the basis of regularly scheduled weekly, biweekly, semimont! rr nt Dav 
d peri ds 





























ad) General increases 1) ges and salaries For the purpos if ca iting 
s prior increases in Wage and salar evels, general reast ure def f 
d nereases in Wage and s rates W h raised stra e ear I 
V l percent or more the wpropriate emplover { 1 
. not inelude merit increas¢ promotions, re¢ issifica f I - 
le ré ss or other wage or salary adjustments of tl tr overt by General 
Regulation 5. 
e Cdthre compe fro l reases in ¢ ther omy ! t ) t t fey { r 
the purpose of applyi the poliey herein set forth a: rorated 
Ss nensatior benefits s { hit bor f ) t 
‘S tion, holiday and like allowance pension, 1 rat und healt ind elf 
n benefits paid by emplovers, or contributions of emp rs on account there 
d f) Proratior Proration of bonuses, commissio1 entive earnir ( 
Le and of other compensation, to a payroll period ' fone | i ) 
n aid pavroll period a proportionate share of the tal of pa 
Ss the appropriate emplovee Init over the Ale! lar \ iT I i “ rt | TD) I od f 
nh time as is representative in the case of eact iss i pa rhe 
SEC 3. Adm nistratior sub vect tO subseque ad! nistrative ATTA! ement 
increases in wages, salaries, and other compensation permissible under the terms 
of the policy set forth in Section 1 above do not require the specifie prior author- 
Ss ization of the Wage Stabili nn Board: provided vel it no suc rease 
l, shall be deemed permissible unless appropriate written reports are filed with the 
. nearest office of the Wage and Hour Division of e | ted States Depart: 
of Labor within 10 davs after suct made effe s! - 
tial facts and the method of eale ese I I i sul 
and the increases on which they re ect to l 
to exceed permissible amount In the case of executive, administrative, and 


professional employees, repor shall be filed as subss ent letermin« 
Board. 

Sec. 4. Base pay period abnormalit Compa ng appropriate em- 
plovee units thereof, having no pavroll period { nor al t January 15 
1950, because they were not in operation at that time, or having plainly abnormal 
av levels during that period because of seasonal peculiarities, broad change 


I 
product mix, wide swi in e1 





Stabilization Board for appro} pportab 1 f I Da 
ee sedge nadine” ein ® Mains aie tesced ES ; : 3 } 
t | riod pay ieve wure wal \ ( i ( A 
r measured The Wage i LV give : ra ap i 
al to the special problems of seasonal indust1 and 1 sual ca vo 
; firms or industries in which the rate mn or about January 15, 1950 ert 
: out of line with their normal relationships. provided tl Dar } id ut 


»V ' . - 
opportunity to correct such misalignment by Janua 20 ) \y at 


it 


inder this Section mav be submitted to the nearest office of the Wa ind H 
Division of the United States Department of Labor on forms to be provided for 
that purpose, 

i a 


Sec. 5. Rare and unusual cases. In rare and uw al cases where the critica 
needs of essential civilian or defense production require it, the Wage Stabilization 


Board will consider the approval or authorization of increases in wages, salaries 


v ’ 
Is and other compensation greater in amount than those specified in Section | hereof 
E Such cases will be limited to those situations where there are sé ; manpower 
vil hortages and in which other governmental agenci eoneerned with pri 

de and manpower problems ecertifv to the Board that a coneerted prograt is Dee 


indertaken to remedy the shortages and that an increase in wages, salaries, or 


ther compensation is indispensable to attract required labor to or reta t in 
essential civilian or defense industries or plants. \pplicatio inder this S 
7 may be submitted to the nearest office of e Wage and H 1) ‘ 
€ United States Department f Labor on forms to be provided 


; Sec. 6. Further study. The Board continues to have under study, a1 r 
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This regulat all become effective upon approval by tl 





ion Board. Dissentit 
arry C. Bates. 





renort it equirements of t] regulation have been appr 
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(b) If further Board approval is not required— 

(1) Inereases put into effect under this section need not be offset against the 
amount of increases permissible under General Wage Regulation No. 6. Increases 
permitted under General Wage Regulation No. 6 may be put into effect without 
affecting the increases permissible under this section; and 

2) Four copies of a report of the wage and salary increases made pursuant to 
this section shall be filed with the nearest appropriate office of the Wage and 
Hour Division within 30 days after the date of the increases. 

Sec. 5. Exceptional cases. In an exceptional case, an employer, or an employer 
and a union, who believe that hardships or inequities exist because of a decline 
in the real value of wages and salaries, due to a rise in an acceptable index from 
a base period after January 15, 1950, may apply for approval of a subsequent 
base date for the purpose of correcting such hardships or inequities. The Board, 
in considering the approvability of such applications, will consider whether: 

a) There is a justifiable showing that the base date of January 15, 1950, estab- 
lished by the Board in General Wage Regulation No. 6, is, under the facts of the 
particular case, an inappropriate date; and 

b) The decline in the real value of wages and salaries since such base period, 
due to a rise in the acceptable index, has created demonstrable hardships or in- 
equities, the correction of which will not be unstabilizing Mere differences in 
wage and salary levels between plants or companies do not in themselves repre- 
Sent mequities, 


Bur the Budget in accordance with the Federal Reports Act of 1942 


Adopted by the Board on August 23, 1951. 
GEORGE W. Taytor, Chairman 


GENERAL WAGE REGULATION 9 
Marcu 8, 1951 
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WAGE STABILIZATION BOARD 


Washington 
TirLeE 832A—NATIONAL DEFENSE, APPENDIX 
CHAPTER LI—EcONOMIC STABILIZATION AGENCY 


[General Wage Regulation N } 


GWR 9—WaGE ScHEDULES FOR NEW PLANTS 


P rsuant to the ly fense Productior Act of 1950 Publie Law 444. Sist Con- 


gress and xecutive Order 10161 (15 F. R. 6105) this General Wage Regula- 
t N ) ereby sued, 
rATEMENT OF CONSIDERATIONS 

This General Wage Regulation is issued by the Administrator in discharge 
o! = re ponsibilities unde r the pProvislo! ~ of the LD fense Production Act of 
1950 and Executive Urder 10161. It is designed to stabilize wages, salaries and 
other compensation and to effectuate the purposes and intent of said Statute 
and Order Due consideration has been given to the standards established by 


section 402 of the Act 

The purpose of this Regulation is to provide procedures for obtaining approval 
of rates of wages, salaries, and other compensation for employees of new plants, 
enterprises, and other employment units. Insofar as practicable, these pro- 
cedures preserve existing practice 

In the formulation of the provisions hereof it has been impracticable to con- 
sult formally with industry and labor representatives. 
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REGULATORY PROVISIONS 


pec. 


1, Definitions. 
2. Criteria for establishing rates of wages in new plants 
3. Procedures for establishing rates of wages in new plants 


AUTHORITY: Sections 1 through 3 issued under Sec. 764, Pub. Law 4, 8lst Co Interpret or apply 
Title IV, Pub. Law 774, 81st Cong. E. O. 10161, Sept. 9, 1950, 15 F. R 

Sec. 1. Definitions. As used in this Regulation: 

(a) The word ‘‘wages’’ shall mean wages, salaries and other compensation 
as defined in section 702 (c) of the Defense Production Act of 1950. 

(b) The term ‘‘new plant’? means a plant, enterprise, or other em met 


unit, which on January 25, 1951, had not commenced the production of the mat« 





rials or services for which it is established or converted 

Sec. 2. Criteria for establishing rates of wages in new plant I} 
criteria shall be applied in determining and evaluating a hedul 
wages in new plants: 

a) In a new plant of an existing enterprise, established at the same ut 
the rates of wages for the jobs in the new plant shall be the same as the lay 
rates for the same or comparable jobs in the existing enterprise. 

(b) In all other cases the schedule of rates for the new plant shall not ¢ 

1) Rates for the same or comparable jobs in the same industry e sa 
local labor market area, or, if none 

2 tates for the same or comparable jobs in a comparable dust! e sal 
loca! labor market area, or, if none 

(3) Rates for the same or comparable jobs in the same industry located the 
most nearly comparable labor market area 

(Cc For the purposes of b above w he re oniy the omparable rates [tor k¢ 


jobs are available in a given labor market, such rates may be selected, and the 
schedule may be constructed by interpolation with proper relationships between 
the rates of other jobs and the rates of the key jobs 

Sec. 3. Procedures for establishing rates of wages in new plant 

(a) A new plant shall file with the nearest office of the Wage and Hour Divtsion 


of the United States Department of Labor, a report contain! Lhe 





1) A statement of the facts relied upon to support the conclusion that It Ils a 
new plant; and 

2) Aschedule of the rates of wages which are in effect for eac} b classificat 
and 

3) Astatement explaining how the criteria specified in Sec. 2 of this Regulat 
have been applied in determining the rates of wages; and 

(4) A statement by the collective bargaining agent for the employees 
if there be one, indicating whether such bargaining agent has agreed to the lul 
and statements as submitted. 

b) In the case of employees who qualifv a eX ad e, p 
fessional or outside sales personnel’, within the meani es air Lal 
Standards Act, as amended, the report shall be filed w e Executive Director 
of the Wage Stabilizetion Board. 

c A new plant commencing operation on or before Apr 15, 1951 
the report required by sections (a) and (b) above by May 1, 1951; and may put 
or continue in effect the schedule of rates as reported, sul 
and modification as the Administrator may hereafter provid 

(d) A new plant commencing operation after April 15, 1951, must f 
report required by sections (a) and (b) above at least three weeks prior to the 


proposed date for hiring employees. If, after submitting the report, the 


receives no communications pertinent thereto from the Wage-Hour Office 


or the Executive Director of the Wage Stabilization Board, the rates may be 
put into effect, subject to the condition, which shall be communicated by the 
employer to all employees affected by the schedule, that the rates are interim 
rates payable pending receipt of a ruling as to their approvabilitv and subject t 
adjustment with respect to payroll periods beginning after the date of receipt 
by the employer of any ruling of partial disapproval. 

This regulation shall become effective immediately, 
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conclusion, and this regulation is designed to implement this anlaysis. This 
regulation sets forth certain wage levels which serve as a dividing line between 
two different types of stabilization policy. Below the levels specified in the regula- 
tion, it is the Board’s intention to permit market forces to determine wages in 
agricultural employment. It is the Board’s conclusion that detailed administra- 
tive control of these wage rates is not currently required to effectuate the purposes 
of the Defense Production Act of 1950. In those areas where wage rates are close 
to or above these levels, wages will continue to be subject to the general 10 per- 
cent permissive increase which currently applies to other employees 

The regulation also contains a definition of “agricultural labor,’’ which is that 
contained in the Fair Labor Standards Act, special provisions for piece rates, and 
provisions for the determination of rates by employers who lack a base rate. 

Due consideration has been given to the standards and procedures set forth in 
Title IV and Title VII of the Defense Production Act of 1950. ‘The regulation is: 
based upon the report of an expert panel which consulted representatives of the 
farm organizations and other agricultural experts and duly considered their views. 
It was found impracticable during the period of its deliberations to consult with 





representatives of agricultural labor organizations. The tripartite Board has dis- 
cussed the panel report and recommendations and has voted to issue this regula- 
tion Che Board was of the opinion that it is impracticable and unnecessary to 
consult further with the representatives of agriculture, labor and industry, includ 
ing trade association representatives. It is the judgment of the Wage Stabiliza- 
tion Board th this regulation is generally fair and equitable and will effectuate 


the purposes of Title LV of the Defense Production Act of 1950. 


REGULATORY PROVISIONS 

) I it \ 
4 i t Ww 

Oo “ l 

1 4, Pub. Law 1, Sist ¢ Interpret apply Title IV, 
I s ( O | d, 1956 F. R. 610 CFR, 1950 Supp.; E. QO. 10233, Apr. 21, 
1 ‘ } iy 

Secrion 1. Definitions. As used in this regulation, the term 

a) ‘‘Agriculture labor’? means labor employed in farming in all its branches, 


things, in the cultivation and tillage of the soil, dairying, the 
production, cultivation, growing, and harvesting of any agricultural or horti- 
‘ 


and among other 


iral commodities (including commodities defined as agricultural commodities 


ection 15 (g) of the Agricultural Marketing Act, as amended), in the raising of 


vestock, bee fur-bearing animals, or poultry, and in any practices (including 
anv forestry or lumbering operations) performed for a farmer or on a farm as an 


incident to or in conjunction with such farming operations, including preparation 
for market, delivery to storage or to market or to carriers for transportation to 
b) ‘Board’? means the Wage Stabilization Board, a Regional Wage Stabili- 
zation Board or any of their agents. 
c) ‘‘Base rate’? means, for each type of work to be performed, the amount of 
Wages, saiaries and other compensatior paid per hour. mot th. plece or other 





unit, by an employer to agricultural labor for the same work (or if the same work 
was not performed, the most nearly comparable work), in the corresponding 
season or other time period in 1950 

Sec. 2. Permissible increases. A base rate may be increased without Board 


approval up to and including one of the following: 
a) The base rate plus 10 percent; 
b) 95 cents per hour; 
c) The piece rate customarily considered as corresponding to 95 cents per 
hour for the particular work, stage of crop season and weather conditions: 
d) $225 per month without room and board; 
(e) $195 per month, plus the use of a year-round house and the usual per 
quisites of a full-time agricultural employee; 
f) $175 per month, with room and board 
Increases in piece rates may be rounded off in conformity with usual practice. 
Sec. 3. Determination of new rates. An employer of agricultural labor who has 
no base rate for a particular type of work shall not pay wages, salaries and other 
compensation in excess of the current permissible rate for the same or comparable 
work in the area. 
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Sec. 4. Petitions for increases in wages. An employer may petition the Board 
for approval of increases in wages, salaries and other compensation paid to agricul- 


tural labor, in excess of those permitted by section 2 or section 3 of this regulation. 
Such petitions shall be filed in accordance with the requirements of the procedural 
regulations of the Board. 

Sec. 5. Other wage regulations. Other general wage re 
superseded, to the extent that their provisions as applied to 
would be inconsistent with this regulation. 

Adopted by unanimous vote of the Board on May 17, 1951. 





GEORGI W TAYLOR, C/ 
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WAGE STABILIZATION BOARD 
Washington 
ECONOMIC STABILIZATION AGENCY 
WAGE STABILIZATION BOARD 
G Wage R 

ESTABLISHMENT OF CONSTRUCTION INDUSTRY STABILIZATION COMMI 

Pursuant to the Defense Production Aet of 1950 (Pub. Law 774, Sist ( 
Exeeutive Order 10161 15 F. R. 6105), Executive Order 10233 (16 1] R. 3503 
and Economie Stabilization Ageney General Order No. 3 (16 F. R. 739 
General Wage Regulation is hereby issued 

STATEMENT OF CONSIDERATIONS 

This regulation establishes a tripartite Construetior ndustrv Stal a 
Commission to administer the wage stabilization functions in the b ling and 
construction industry The considerations s Ipporting this regulatior are a 
TOLMOWS: 

The work of the industry is performed on separate project sites, rather \ 
fixed industrial plants. Both contractors and workers at bile ( \ 
move into an area, complete their project as required or allowed by such variabl 
as weather conditions and contractual provisions, and move on to a 
Workers may be employed by a1 inber of differ ( ractors, ¢ Liff 
projects, in the course of a sing season The employ t relat ship 
temporary and intermittent 

The construction industry is highly organized both as to eontractors and 
workers Most of the approximately 2,500,000 « mplovees belong to one f 
19 international unions affiliated with the Building and Constructio rs $ 
Department of the AFL, and most contractors, genera pecialtv or home builders, 
bargain through associations Colleetive bargaining LVpIeally takes DIaAct 
between the unions and associations in a locality, and normally proces 
each craft union negotiating separately. There mav also be participation by th 
national unions and contractors associations here are accordi mar 
thousands of separate agreements entered into each year The wage rat 1 
mined through these negotiations are adopted in many eases by contractors wh 
are not association members, 

Wage rates for federally financed construction pre s in the building and 
construction industry are determined by the Secretar) ibor under the Davis 


wag 


the wages that are determined by the Secretary of Labor to be prevailing for the 


Bacon and similar Acts which contain provisions stating that the minimum 
res to be paid various classes of laborers and mechanies shall be based upon 


corresponding classes of laborers and mechanics employed on projects of a char- 


acter similar to the contract work in the locality in which the work is to be per- 


formed. Inasmuch as it would be impractical and unstabilizing to have more 


than one rate for a particular craft and type of project in an area, rates estab 
lished under the wage stabilization program and those established by Davis-Bacon 
determinations must be coordinated and integrated. This cannot be done effec- 


tively on a regional basis; it must be accomplished at the national level 
The organization and functions of the Commission are 

Wage Adjustment Board, which was responsible for wage st 

War II, and continued operation after other wage controls were removed. This 
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a view to a regulation dealing with them, This regulation deals with other fringe 
benefits. Paid vacations illustrate the typ2 of benefit which is common in in- 
dustrial compensation practices, and for which a stabilization policy is currently 
needed. 

Pending review of basic wage stabilization policy, this regulation is issued to 
provide that the Board will act upon petitions for approval of certain fringe benefits 
which do not exceed the prevailing industry or area practice as to either amount or 
type. Due consideration has been given to the standards and procedures set forth 
in Title [V and Title VII of the Defense Production Act. The Economie Stabili- 


zation Administrator has been consulted in the formulation of this regulation. 


REGULATORY PROVISIONS 


Standard r approval of fringe benefits 
Petitions for approval of fringe 


4. Relation to General Wage Regulation No. 6 


nefit 
enent 





AUTHORITY: Sections 1 to 4 issued under sec. 704, Pub. Law 774, Sist Cong., Pub. Law 69, 82d Cong, 
Interpret or apply Title IV, Pub, Law 774, 8lst Cong.; E. O. 10161, 15 F. R. 6105; E. O. 10233, 16 F. R. 3503 
Secrr1on 1. Scope of this regulation. This regulation covers paid vacations, 


paid holidays, premium pay relative to davs and hours of work, shift differentials, 
call-in pay, and such other fringe benefits as the Wage Stabilization Board may 
from time to time determine. 

Sec. 2. Standards for approval of fringe benefits. The Wage Stabilization 
Board will act upon petitions for approval of fringe benefits which do not exceed 
prevailing industry or area practice either as to amount or type. 

Src. 3. Petitions for approval of fringe benefits. Petitions for approval of the 
introduction or extension of any fringe benefit or of any increase in the amount 
thereof may be submitted to the nearest appropriate office of the Wage and Hour 
Division of the United States Department of Labor. Such petition shall con- 
tain proof that the proposed fringe benefits do not exceed prevailing industry 
or area practice either as to amount or type. 

SEC t. Relation to General Wage Requlation No. 6. Fringe benefits here- 
after approved by the Wage Stabilization Board under this regulation will not 
be offset against the increase permissible under General Wage Regulation No. 6. 

(Adopted July 19, 1951.! 

GeorGE W. Tayior, Chairman. 


GWR 14 
Jubty 30, 1951 
WAGE STABILIZATION BOARD 


Washington 
TitLe 32A—NATIONAL DEFENSE, APPENDIX 
CHAPTER I\ WAGE STABILIZATION BoaRbD, ECONOMIC STARILIZATION AGENCY 
[General Wage Regulation No, 14] 
GWR 14—BonuseEs 


Pursuant to the Defense Production Aet of 1950 (Pub. Law 774, Sist Cong 
Pub. Law 69, 82d Cong.), Executive Order 10161 (15 F. R. 6105), Executive 
Order 10233 (16 F. R. 3503), and General Order No. 3, Economie Stabilization 


{ 
Administrator (16 F. R. 739), this General Wage Regulation No. 14 is hereby 


STATEMENT OF CONSIDERATIONS 


Many existing compensation practices provide for the payment of bonuses. 
This regulation permits employers who have paid bonuses, in accordance with a 
plan or otherwise, to continue those payments without prior specific Board 


approval. These payments, however, must be conformed to the over-all wage 
stabilization program. Accordingly, the regulation governs the bonus payments 


which mav be made in any bonus year. 

In the formulation of this regulation, due consideration has been given to the 
standards and procedures set forth in Title IV and Title VII of the Defense 
Production Act of 1950, as amended. 


Approvin Publie member Tavlor, Feinsinger, Hepburn, Bullen Labor member Walker, 
Livingston, Birthright, Beirt Industry member Heron 


t 
Dissenting: Industry members—Smith, Olander, Armstrong. 
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REGULATORY PROVISIONS 
S« Cc. 
1. Scope 
2. Bonus payments according to an estat 








3. Payments not according to an est hee 
| 4. Amount to be offset 
AUTHORITY: Sections 1 through 4 issued under see. 704, Pub. Law 774, 8 
i Interpret or apply Title LV, Law 774, Slst Cong.; E. O. 10161 (15 F. R 
Sec. 1. Scope. a) This regulation shall not apply 
1) are customarily computed by the empilover more 
; three months or (2) are directly related to the imber 
produced or sold by the emp ovee revelving the bor 
(b) This regulation applies only to bonus payments 
effect without prior specific Board approval. Applica 
other bonus payments May be submitted to the neare 
Wage and Hour Division 
Sec. 2. Bonus payment a vding to an establishe 
which conform to an established plan which pred 
objective basis, the method or formula for computing 
employees in the particular bonus group my be piid wi 
approval, subject to the following standards 
a) The plan must have been either (1) in e 
| 25, 1949, or (2) contained in a barga 
' on or before January 25, 1951, or ed 





or before January 25, 1951 
(b) The method of computation of the amounts or 
shall not be changed 


among the employees in the particular group so that 


ims bsequent vears The tota 


percentage of bonus paid to the emplovees in the curret 
; exceed the average amount or percentage paid 
and (2) no emplovee in the particular group sha TECOETVE 
I percentage greater than the largest bonus paid to any en 
: group for the preceding bonus vear 
I c) Anv established plan defined 1 Parag! 
: which has resulted or may result in the pavme 
j otal bonus in anv bonus vear of 25 percent or more 
and other compensation, excluding bonus« na 
' for post-review to the nearest ppropriate fice of 
within three months following the effective date of 
Sec. 3. Payments not according to ar 
plan conforming to seetion 2 of t reg 
of bonus given to anv em} vee or to @ suece ! 


vear, shall not exceed the amount of percentage of 


during the preceding bonus veer, provided 
emplovee in anv bonus vear, of 25 percent or more of 
other compensation, exeluding bonus 


approval 


Sec. 4. Amount to be offset Any CTe Ase n bo 
pav period, which results from a change in the method 
the bonuses shall be offset against the total amount of 


bv General Wage Regulation 6 


Adopted unanimously by the Wage Stabilization B 
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In the formulation of this regulation, due consideration has br ( 
standards and procedures set forth in Title IV and Title VII of t D e 


Production Act of 1950, as amended. 
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The interplant inequity problem arises out of the current mobilization period 
when manpower is short and profits are good and the differences between occupa- 
tional wage rates among various plants in 9, key area tend to narrow. 

More than 1,000 c.ses in the WSB backlog involve the interplant inequity issue 
and action on them has been awaiting formulation of Board policy in this field. 

The interplant inequity resolution sets up standards for distinguishing between 
the normal wage differentials which are to remain unaltered and those differentials 
which may be narrowed or eliminated under a sound wage stabilization program, 

he statement of considerations pointed out that an upward revision in the 
wage structure of the lowest-paying medium and small-size firms is essential in 
if the low-wage plants which have gotten defense orders are to meet 


their production schedules. 


Many Cases 


fo maintain and expand their production, they may require higher wage rates 
to retain and secure necessary manpower, to attract higher quality manpower 
and to avoid being outbid for labor by high-wage firms during an inflationary 
period when labor surpluses disappear 

The statement of considerations explained that the new policy will not be 
applicable to firms which are at or above stabilized wage levels but only to the 


‘ + 


owest-paving companies 

“2 vel then,’’ the statement added, ‘‘existence of these differentials will not be 
accepted as a pro forma basis for an adjustment The existence of a genuine 
inequity will have to be demonstrated Each such petition will be carefully 
examined and approved before decisions are reached. Accordingly, the policy 


applies only to a small proportion of the American economy 
lhe Board intends to prepare comprehensive instructions for the use of regional 
boards and its agents in applying the new policy. Once this material is prepared, 
regional boards will be delegated authority to process interplant inequity cases 
The text of the interplant inequity resolution, a partial text of the statement 
of considerations, and Mr. Johnston’s letter of approval follow: 


RESOLUTION ON INTERPLANT INEQUITIES 


1) The Wage Stabilization Board will approve petitions for wage and 
t . 


salary increases in order to correct interplant inequities in amounts so as not 





exceed the stabilized levels for comparable work in the appropriate industry 
und/or appropriate area 
2 1) In processing a petition the Board will determine the appropriate 
ping of establishments (industry and/or area) with which rates involved 
t petition are to be compared This grouping of establishments (a 
cle rnated industry and/or area) shall be selected as best adapted to preserve 
rmal pat I I wat tt 
2 ( The rates for JOD classiheations involved in the petition are to be 
compared with the rates for comparable job classifications in the appropriate 
yrouping of establishments Comparisons will ordinarily be mad With & 
ted number of key job classifications, relatively standardized throughout 


appropriate industry and/or appropriate area, rather than with every 
» classification 
re a uniform rate prevails in the grouping of establishments 


erance of emplovees, the Wage Stabilization Board will approve 
petitions to increase wage and salary rates up to and including this stabilized 


3) (b) Where a spread of rates, or, where appropriate, a spread of straight- 
me hourly earnings, prevails in the grouping of establishments, the stabilized 
level of waze or salary rates will be defined as a representative level of rates 
The Wage Stabilization Board will approve petitions to increase wage or 
salary rates up to this stabilized level 

(4) In considering interplant inequities, the Board will give due regard to 
the necessity for maintaining balanced and stabilized intraplant wage rela- 
tionships 
5) This resolution will be submitted to the Economic Stabilization 


\dministrator for approval 








STATEMENT OF CONSIDERATIONS 


This resolution, adopted unanimously by the Wage Stabilization Board on 
mber 14, represents another plank in a long-range wage stabilization policy. 
It is an integral part of a rounded wage stabilization program which is designed to 
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preserve the stability of wage relationships which were distorted by 1950’s 
scrambled wage movements. 

This policy is addressed to a problem which Dr. George W. Taylor called at- 
tention to in his August 31 report to Mr. Erie Johnston. He stated that the 
interplant inequity “problem grows out of a fundamental economic faect—wher 
manpower is short and profits are good, as in the current mobilization period, the 
differences between occupational wage rates among various plants in a key area 
tend to narrow. Employees who work at relatively low wages seek to come up 
to the prevailing scale and their emplovers desire to inerease wages so that 
are more nearly in line with prevailing levels * * * Formulation 
interplant inequity program is essential if low-wage plants which ha 
defense orders are to meet their pro luction schedules.”’ 


Customarily our wage structure contains a myriad of wage differentia 
plants, areas, and occupations. These are normal and grow out of sound e¢ 
and collective bargaining factors Hence, mere differences in wage rates car 
be considered as demonstrating the existence of an interplant inequity Howe 
; ome differences may constitute hardships and inequities within the mea v 
| the Defense Production Act Moreover, some inequities may arise out of 
ormal tendeney, to which Dr. Tavlor has ealled attention, in inflationar 
for differentials to narrow Likewise, the changing needs of our defe 
may necessitate changes in wage differentials as the size of some firn crea 
y and as firms shift from civilian to defense production The poliev developed 


the Board sets up standards for distinguishing between the normal wage differe1 
tials which are to remain unaltered and those differentials which may be narr¢ 
or eliminated under a sound wage stabilization program. It further lays 


, standards for processing petitions which allege an interplant inequity 
This interplant policy will have no appreciable effect upon the general wage 
t level which remains stabilized in relation to the cost of living Interplant adjust- 
ments affect a small minority of plants and employee The ploicy is addressed, 
to the problem of allowing relatively minor changes in wage differentials. Hence 
there can be no appreciable effect upon the general wage level resulting from the 
d application of this policy. 
{ This resolution sets forth a general policy framework within which the Board’ 
V interplant inequity policy will be developed Basically it is a tripartite agree 
' ment on the general objectives of interplant inequity adjustment policy and, most 
A importantly, agreement on the procedures which will be followed in arriving at 
d decisions in particular cases Normally the Board, following the adoption of a 
2 resolution, has implemented the policy in the form of a published regulatior 


his instance, in addition to a regulation and a statement of consideratio1 


marizing this statement, the Board intends to prepare a comprehensive mat 
ec complete with examples and illustrations for the use of regional boards and 
Le agents. This manual will fill in the details not now contained in the resoluti 
Once this supplemental material has been prepared and agreed upon | he Boa 


is the intention of the Board to delegate to its regional boards the authorit 





“y process applications in accordance with these instructions of the national Board 
Firms which are at or above stabilized wage levels under no circumstance 
ts would be permitted adjustments in their wage levels under this policy The 
ve applicable only to the lowest-paying firms in a particular industry, area 
d | ‘upation. Even then the existence of these differentials will not be accepted 
is a pro forma basis for an adjustment. The existence of a genuine ine 
t- have to be demonstrated. Each such petition will be carefully examined and 
ed approved before decisions are reached Accordingly, the policy applies only to a 
3 mall proportion of the American economy, 
or | 
i ‘ SI EMBER 27 ) 
as | Mir. NATHAN P, FEINSINGER, 
: Chairman, Wage Stabilization Roard, 
on Wash ington D5. dD ( . 
Dear Mr. Feinsincer: This will acknowledge vour letter of September 14 
951, with which vou transmitted a copy of Wage Stabilization Board Resolutio 
No, 62 regarding poliev on interpiant inequities. TI understand that the resolutior 
as adopted by unanimous vote of the Board and, by section 5 thereof, made 
on ibiect to my appreval 
CY. The statement of considerations which vou furnished to me on September 26 


to 951, delineates more clearly the objectives and limitations of the proposed 
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po regarding the correctiol! t interplant equities I understand that the 
ttement of considerations represents the basis for resolution No. 62. and that a 
ummary of it will be made a part of the Board’s regulation on interplant inequ 


es, thus providing the standards for processi! petitions which allege interplant 





equities. In the light of the explanation thus provided, resolution No, 62 
is MV approva 
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a 
& h Arrange with the Department of Labor Def e Manp er A 
| tration for the distribution » procure 
rt officials of regularly published area lab« rhe« f tiny f 
He carrving out this order In additior 
| Procurt rit ficia \ obtain f e Depart me f Lal 
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of Labor’s Defense Manpower Administr 


1 2. No area will be designated a labor shortage area for pury f ft 
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ane- FP 
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c. Obtain pertinent manpower information from the Department of Labor’s 
Defense Manpower Administration as necessary for consideration in decisions 
on conservation order appeals which are based on the importance to defense 
production of maintaining the appellant’s work force or on community 
hardship resulting from unemployment. 

6. The Defense Production Administration, in performing the central program 
functions incident to the determination of the production program required to 
meet defense needs, shall 

a. Take manpower requirements and resources into account before author 
izing production programs requested by claimant agencies and before pro- 
graming the expansion of production capacity and supply 

1) For this purpose, obtain the advice of the Department of Labor’s 
Defense Manpower Administration in the evaluation of program plans 
as they relate to manpower resources. 

7. The Department of Labor’s Defense Manpower Administration in supplying 
the basic data and assistance needed by agencies engaged in central programing, 





ure a 
ions, promotil 
priorities and allocations shall 

a. Provide information as to current area labor market conditions and as 
to the prospective labor market conditions that would exist if it should becom«e 


| asing of goods and services, operating Government facilities and insta 


resources expansion for national security and exercising material 





necessary to mobilize more fully. 

b. Provide production and procurement agencies with needed data and 
analysis with respect to national manpower requirements and resources as 
well as estimated manpower requirements for major industrial segments of 
the economy 

c. Provide, pursuant to the provisions of Executive Order 10161, such 
other feasible assistance which the agencies may require for compliance with 

iis policy statement. 

d. Make arrangements to consult and advise with the agencies performing 
functions described above te insure that manpower factors are taken into 
full consideration in their program actions. 

8. Every effort shall be made to assure that unemployment due to materials 
shortages and conversion to defense production is held to a minimum. ‘To that 


a. The Department of Labor’s Defense Manpower Administration shall 
estimate future employment and unemployment levels long enough in 
advance to allow corrective actions to be taken. 

6. Production and procurement agencies will take special notice of condi 
tions of high levels of current or expected unemployment in given areas as 
yy the Department of Labor’s Defense Manpower Administratio1 
) her procurement considerations, 





reported | 

this connection, and, consistent with ot 

shall make every effort to assign material allocations and procurement con 

tracts to such areas, : 

9, All departments and agen¢ 

tion necessary to earry out the policies set forth in this order. 
10. This statement shall take effect on August 2, 1951. 





es affected by this order shall exchange informa 


Orrick OF DEFENSE MORILIZATION, 
CHARLES E. WILson, Director. 


WAGE STABILIZATION BOARD 


FEDERAL SECURITY BUILDING SOUTH, WASHINGTON 





For immediate release, Monday, July 238, 1951. 

Wage Stabilization Board Chairman George W. Taylor today announced the 
appointment of Miss Helen Humphrey, long-time NLRB official, as chairman of 
the WSB’s three-member National Enforcement Commission, and at the same 
time made public the procedures by which enforcement matters will be handled 
by the Board’s Legal Division and the Enforcement Commission. 

Several thousand investigations of reported violations of WSB regulations are 
tl under way or planned by the Board’s investigators, and establishment of 


elt er 
National Commission will be followed as quickly as possible bv the formation 


the 
of regional enforcement commissions in the same cities as the WSB regional 


oe « 
oices 
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Dr. Taylor added that the Board will shortly name the other two members of 
the National Commission, which will have it fices here it 
Humphrey will assume her duties immediate 


s of 
i 


V and have 





Miss Humphrey has been with the NLRB for the past 1: e most 
part as chief law officer in the NLRB regional offices in St. Louis, Philadelphia, 
and New York. Early in the year she came to the WSB as Chief of the Litiga 
tion Section of the Legal Division and has been for the past 2 months an acting 


associate general counsel of the KSA’s Legal Divisio 
Miss Humphrey practiced law in private practice in New York before ¢ £ 
with the NLRB in L939. A native of Detroit, she is a graduate f the U1 I 
of Michigan and received her law degree from the Brooklyn Lay ! 
Joth the National Enforcement Commission and the region: 
commissions will be formed of all public members, as compared t ri- 
partite nature of many of the WSB’s other panels ana OnimMIss nad 
Board itself. 


Most of the investigation work being done at present eing per 1 
the agents of the field offices of the Wage and Hour Div n of e | 


Department of Labor, acting for the Board. The investigation prog 


in full swing by the Ist of September, and it is expected ut eve 
plaint received by the Board’s offices will be looked into. At present investiga- 
tions are in progress in the tool and die industry, the shipbuilding and t 
industries, and several others. In addition to these, arising from complait a 
large number of general compliance investigations are being made it rtua 
all types of industries in each of the Board’s 14 regions, 

The full program contemplates that about 1 out of every 10 employers of 8 
or more persons will receive some attention during this present fiscal year, as 
well as a substantial number of employers employing less than 8 persons. Up 


until now, for the most part complaints of Violations have come to the Boat 
offices through the violator’s competitors or through disgruntled employees 
As the program goes on, however, it is expected that other Government agencies 
involved in the defense program, as well as the Bureau of Internal Reve 





be sources ot information indicating violations 
All of the investigation work being done by the Wage and Hour Div 4 


will be under the genera supervision ot the ] nforecement a 1 Lit vat m i 


of the WSB, headed by Arnold A Rosen, a Chicago attorney who has d 








of the spade work of setting up the enforcement progra f the Board 

The Enforcement and Litigation Division will determine whether 
action in a specific case and whether to present the matter the ] 
Commission for the imposition of civ snctions or t the ‘ 
proper authorities for criminal or injunctive action, or bo | iy . 
functions, in this respect, will be ro comparab sf t Ci al 
Counsel of the NLRB under the Taft v Al é r ( 
missions will occupy a@ position somewhat analogous the NLRB it 

The entire program Dr. Tavlor eited. 1s aimed a } ; g ‘ 
with the law rather than the punishment of violator As the Board said 
its statement of considerations in the resolutio et D an ¢ t ( 
gram, there is little doubt that the great majority of emplovers at s as 
well will be willing to assist in seeing that WSB regulations are met 
form of protection must be afforded those emplovers and unior ’ 
consequences Of the few that Ww! seek to Violat tt reg a 

8. 195 


WAGE STABILIZATION BOARD 
ENFORCEMENT PROCEDU! 


Sec. 2.1 Organization of the National Boa 


e) Other Committees and Commissior ‘| re sha 
ippointed by the Board and subject t Ss super nal 
3) A National Enforcement Commiss 
of whom shall be des as Chairma | ( 








mission are described in Sections 5.1—5.7 of this reg 


SEC. 2.2 Orqanizaltion of Re gion 1 Boards 





(e) There shall be in each Region a Enfore ( ! 
sisting of three members one of whom ) i g j ( LIT i Ihe 
funetions of these Commissions are descr bed se ( 5 5.5 } 
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i) Where no adequate and authoritative data are available from anv Federal 








or other responsible agency, the Chairman of the Board, or such other persons 
as mav be designated in this Regulation, may authorize fact-finding investiga 
t s, and may issue subpoenas Investigations will be made and subpoenas 
issued only after their scope and purpose have been carefully defined in relation 
+ enforcement or administration of the Act bv the Board 
All applications for subponeas shall be in writing and shall specify (1) the 
na und natu f the proceeding or inquiry in which the subpoena is required; 
2 ul of the person or persor testimony is required, and where 
mental ‘ lence required, the documentary evidence the pro 
n of ce} r red: (3) the na 1 material if the testimo 
L¢ tarv evidence to be pplied | the witne 1) a deseription ¢ ( 
effor \ ive bee made » obta vi irv attendance of t! \ Or 
\ ul prod I i the fr juired do ( ur ‘ le ( ) ar rie \ 
pia f at la ( r prod tion of the d re ur ( ETL Ce VW CSse I 
pull I bpo 1 tO appear un enforcement proceed ill be tendered a 
! ee ‘ i ree i 1 mileage i ire pa trie ( ! ( rt 
f | ed Sta I e pa i vho t e the v ‘ yppeal Wher 
( D 1 iS i ed behalf of the Reg ul C r any er a f 
t Board, w ( ie wid mileage eed et lered a ( I I ( 
= ) <2 (l “1 Not or Tlee nd 
No iT | be held in anv enfor yse except up ( lance 
( ( pla and Notice of Heari confor vit! Ss sectior In any 
‘ where the Regional C« el believe hat an emplover has paid wages 
s or other compel t ee treve tio of the Act and that a | iring 





W ; rect ( emplove oO appesr at a earit before the Regional 
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interest in the proceedi 








in writing and shall be filed with the Regional enforcement Commissi 
shall rule thereon or refer them to a Panel or Hearing Officer for ruling An 
e original and two copies of all such motions shall be f 1 and a copy thereof 
ft immediately served upon the other parties Notic to tervene mav be ade 
e rally at the time of the hearing The Regional | forcen t Comy a 
, or Hearing Officer, as th ma be, mav bv ord pr 

or bv counsel ¢ r other tative to iT ¢ i 
a maAaV deem proper. 
’ mkt 5.4 I ance of Sul oO 

He ¢ hairman of he Re 1 forceme Cc. ( : 

panel, or the Hearing Officer, a he case May be ma : 4 
r . 
2 le subpoenas requiring the attendance and : 

productior ot any boo pape! reeords or oft r 
, 
: enforcement cast Applic itl fOr IDpor 1 vce 

be filed with the Chairma if e Regional Enfor« 

regio l whicn the ibpor 11s pe returnab 
“ Sec. 5.5 Find and determi? oO ( he | ) } ( 




















I Officer sha al he ¢ ( ( ty eal i ! I : 
leterminatior hie! ull be filed with the Re I ( 
ind a copy the ot sha I CAC ot e par \\ 
after mailing of the proposed finding inless such time I | 
” Kinforeement ¢ IMISSLO the par 1 I i 
y Commission written comments or objeeth to tl proposed findings | 
; copies of such written comme bye ull | | 
é Kinforeceement Commission and a copy ther LO Ca nt i! \ 
& expiration of such fourteen da the fegional Enfore 5 ( 2 
‘ inless it directs a rehearing, make its final findings and detern at ca 
r he findings and dete nati of the Re il | ree ‘ { ! 
shall be in writing, showing the names of tl nembers of e | 
os tici} g il 1¢ decisi Ay lisse ' ? 
Regional Enforcement Commis ! na pe re rded e finding i ‘ 
mination If, upon the entire record of the Ls¢ { Regiona 
Commission finds that anv wage or salarv, or other ( it 
- been made ip contra tion of the Act, it sha lete é it t ‘ ea 
of such payment be disregarded and \ ed De 1) 
rany other agency of the Gove ent for the ( i { 
tions under the Rever Laws o ed State 2 pur ‘ 
, mining costs or expense l¢ ra ide | 
States, either directly o1 ndure I e | 
: inv Maxi im pric und (4) 1 ( I é i 
, piover for the purpo i ( I i r re ( r 
: eafter enacted or pri ( If e Re ( ( 
ds extenuating and n ati 4 ( e! ¢ 
I amo t of wages Lia l el ‘ ‘ ‘ 
ind disallowed Ihe Re na | lO! I ( i ( 
: at the National Enfor t ¢ mission re I | ‘ 
artment or o er agenecv of the Government res} I e for the 
ranting ol! priorities and material! allocation tha 
ind the allocs of materials from t | n i Ware Liar r 
ther compensation in contravention of the Act 
c) Copies of the findings and determina of the Re I I rceme 
Commission shall be served upon the Regional ¢ ‘ ind { registered ull 
upon the other parties 
Sec. 5.6 Appeal to National Enforcement ( 
The findings and determination of a regional Enforcement n i 
be final; subject, however, to the right of the employer or the Region insel 
» appeal to the National Enforcement Commission for rey {f the findings 
und determination such appea nail be taken W ni I é 
f mailing to the parties of the findings and determinatio If either ft em- 
| over or the Regional Couns« appeals fe shall vith nh trourtee! ay hilé 
; 4 petition for review and five tvpewritten copies thereof, includ anv supporting 
j memoranda, with the Regional Enforcement Commission and mail a pv thereof 
to each of the other parties. If timely request is made to the Reg al Enforce- 
a 
' 
' 
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ment Commission within such fourteen days, the time for filing a Petition for 
Review may be extended by the Regional Enforcement Commission. 

b) Any petition for review shall state in detail the objections to the findings 
or determination or other portion of the record or transcript of the proceeding 
upon which reliance is placed. 

c) Upon the filing of a Petition for Review the Regional Enforeement Com- 
mission shall transmit the entire record in the case to the National Enforcement 
Commission, 

1) Any party may, within fourteen days from the date of mailing a Petition 
for Review, file comments thereon Five copies of such comments shall be served 
by registered mail to the National Enforcement Commission and one copy sim 
ilarly served on each of the other parties. 

e) Upon consideration of a Petition for Review, the National Enforeement 
Commission will render its decision upon the entire record of the case In special 
cases, upon request duly made in the Petition for Review and upon good cause 
shown, the National Enforcement Commission may permit further oral or written 
argument or proof. In rendering its decision the National Enforcement Com 

firm, reverse or modify the findings’and determination or any part 
K 


thereof, or ser d the case back to the Regional 





nforceement Commission for appro- 





priate action Copies of the National Enforcement Commission’s decision shall 
be tral litted to t! parties. 

f) If no Petition for Review is filed the Regional Enforcement Commissior 
shall at the expiration of the period allowed for filing a Petition for Review trans- 
mit to the Nationa inf yreement Commission th entire reeord in the ¢: 
including its findings and determination, for appropriate action in accordanes 


with Section 5.8 hereof 
2 If no Petition for Review is filed the National Enforcement Commission 
may, within 20 days from receipt of the case from the Regional Enforcement 


Commission, review on its own motion the findings and determination of the 
Regional Enforcement Commission, 


SE 5.7 National Cases 


a) Whenever the National Enforcement Commission deems it necessary in 





a} 


order to effectuate the policies of the Act, it may cause the original hearing in 
a case to be held before it instead of before a Regional Enforcement Commission, 
Panel or Hearing Officer In any such case, the complaint and Notice of Hearing 
be i ed by the Chief Counsel Such hear hall be conducted according 
the procedures verni hearings before gional Enforcement Com- 
m. set forth herein. except that ‘“‘Netional Enforcement Commission” shell 
he ibstituted for “‘Regionel Enforcement Commission, Panel or Hearing Officer 
and “Chief Counsel” shall be substituted for “‘Regional Counsel’ in following 
( procedu! 

b) The findings and determination of the National Enforcement Commissiot 
as inder this section shall be made in accordance with section 5.5. Copies 
ll be transmitted to the Chief Counsel and 


of such findings and determinatior Li 


served by registered mail on the other parties. 
The findings and determination of the National Enforcement Commission 


Si en 5.8 Transn ttal of de lermanation to appropriate Governme nt age neve Ss. 

The Nationel Enforeement Commission shall promptly certify and forward 
its final determination in the case or that of the Regional Enforcement Commission 
to the appropriate government agency or agencies. The determination shall be 
conclusive for the purpose therein stated. The executive departments and other 
j h reeeive certifications of such determinations 
shall disregard and disallow the amount thus certified. 

b) The Nationel Enforcement Commission may also recommend to any 
Executive Department or other agency of the Government responsible for the 
issuance and granting of priorities and material allocations, that such department 
or agency withhold priorities assistance and the allocation of materials from the 
person who has paid wages, salaries or other compensation in contravention of 





agencies of the government whit 


Src 5.9 Prevention and punish ment of violations. 


Whenever Wn the jud ment of the fegionel Counsel or Chief Counsel any 


has engaved or is e bout to engage in any acts or practices which constitute 


pe rson 
or will constitute a violation of Section 405 of the Act, he may request such person 


to cease or refrain from such conduct. The Regional Counsel or Chief Counsel, 
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ate 


suthority that action be taken against such person under Section 409 (a) and (b 
und section 706 of the Act Action taken under this se¢ 1all ir vay 
preclude action under any other part of this regulati: 
WAGE STABILIZATION Boarp 
FEDERAL SECURITY RUILDING SOUTH, WASH 
For immediate release, Wednesday, August 22, 1951 
The Wage Stabilization Board today announced the appointment 
ind labor members of 14 regional boards currently being s¢ elp spec 
rrocessing and faciitate the operation of the wage-stab rogra Pil 
embers of the tripartite regional units will be announces i I 
oard will inelude four public, four industry, and four r representa 
The WSB previously announced the establishment of 14 regiona 
e appointment of regional directors Che regional dit bye 
en of the regional boards Three other public member i 
vard, one of whom w be designated vice chairma 
rhe national WSB already has delegated author ( ! 
ess and act upon Wage-adjustment applications a 
iy period abnormalitic certa ew plant cas | file 
undem regulation, productivity increases, and agricultural wag se 
The national Board handles certain other case 
nplovees directiv hired by the Federal Governm« Cast ne ( pa 
‘ated in more than one board region, and dispute ast | 
cases are handled by the Construc mm Industr Stal i CC 
arm of the national WSB 
In the list of labor members made publie today, AFI em be i 
ites were named. Alternates will be named later for ClO 1 ! i 
blic members in order to assure funetionit regiona i 2 
times 
The industry and labor members are 
ston, Vass id 7700 I 
Industry Joseph B. Burns, | er Brush Co Har ( 
ok, Crown Manufacturing ¢ Pawtucke Pees oe 1) po 4 
rsevy Manufacturing Co., Bosto \la It I). Sha S er, | 
‘ Shapiro, Boston, Ma 
iF] Daniel Goggin, International Organization of Boot ai Shoe Worker 
ston, Mass Joseph M. Rourke ecretaryv-treasul Connecti State 
leration of Labor; Bridgeport, Cor 
Alternate John MeConne Dusiness representa ( \malgamated Street 
and Electric Railway Emplovees Union, Provid en. 
Alternate) John J. Donnellan, grand lodge representative Interna- 
tional Association of Machinists, Watertown, Mass 
( lO Felix Damore Te XT Workers Uy On, W orceste! Ma Vi 1 I, 
ish, United Steelworkers of America, Boston, Mass 


York, N. Y.—Region II 
Industry William B. Turner, 
irp., Plainfield, N. J.; Ernest de la Ossa, 
rk, N. Y.: Henry Magiolio, Combustion Engineering Corp., 
irl Nagle, director, industrial relations, Fairmont Foods Co., 
1-L.—Martin T. Lacev, president, Central Tra abor Unior 
eater New York, New York, N. Y.; Howard MeSps 
ides Council, New York, N. Y. 

Alternate) H. F. Koltin, business representative, 

of Machinsts, New York, N. Y. 
C/O.—Benjamin Weiss, Amalgamated 
trick MeGrath, Utility Workers | 


adelphia, Pa Region ITI 


Walker-Turner division, Kearney 
NBC, Radio Corp. of America, New 
New York, N. } 
Buffalo, N. ¥ 


W Tre 


lesand LL 


len, president, Building 


Clothing Workers, New 
New York, N. ¥ 


nion. 


Industry Frank KE. Coho, Blaw-Knox, Pittsburg] Pa I Carter 5 wut 
irs, Roebuck Co., Philadelphia, Pa.; Mrs. Katherine G. Parsons, P . ania 
unufacturers Association, Philadelphia, Pa.; H. K. Breckenridge, \ pres 


Penn Power Co., Pittsburg! 
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Joint Teamsters Council, Philadelphia 
tive, Butcher Workmen, Philadelphia 
Laborers Local Union No 


National Bank 
Simmons Ice 
C 

ion, Mobile, 


tion of Mact 
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y 


Colo Region XI 


stry.—James P. Logan, managing director, Mountain States Employer 
. li 6. Denver, Colo Brown W. Cannon, vice president, Beatrice Food 
Denver, Colo.; Daniel T. Kelley, president, Gross Kelly Co., Santa F 
N. Mex.; Adam Bennion, vice president, Utah Power & Light Co., Salt La 
City, Utah 

AF] J. Clyde Williams, vice president, Colorado Federation 
Brotherhood | ectrical VW 
ll, Bricklayver’s representative, Denver 
ternate) Fullmer H. Latter, preside: 
ver of Teamsters Union, Salt Le itv, 

Alternate \lartin Cahill, I a it, I v Federat 
ne, Wyo 

Arnold Car 


ibe i WOrk ol ica, UOakliar 
Poulsor ernational nor { 


1. of Labor 


manager, International orkers Union, Denver 


Met One 
\ 


i 
} 
menit 


Federation 


co, ( 
William 


a & Hawaiian Sug: 

to Pacific Marit 
\lerchants . 
esident, Old Colony Paint ( 


| J. Phillips, seeretary, Bakery Wagor 
if.; Roy M. Brewer, i 


sta 


ternations 


‘ represents 
re Mimploves Hollwi ; 


‘Tacoma 
W: 


ses 


America 
Cer Wa 


Vel named toaay I the fol gC 3} soston, 

Richmond, Va Atlanta, Clevelar and © y Other regio 
cated in Minneapolis, Detroit, Denver, Dall: attle, and San Fr: 
5 J expe ected publie members boards wil 


as [ollows 


Hogan, professor and chairmat 


Hampshire; formerly dispute 
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John Murray, arbitrator ar 
and Arbitration 
Louis F. Manley, chairm: 


Ne v York, N 7, Re Jiol 
Abram H. Stockman, 
of the National Wage 
Emanuel Stein, arbitrs 
public member of the 
inh World War I] 
John MeConnell 


Cornell 


ager of the Pittsbur 
direetor of disp ites 
Board 
G. Allan Dash, 
Philadelphia region: 
William Karpinsk 
a lecturer In econo! 
Richmond, Va Req 
Vice chairman, Dr 
Richmond and active 
Paul Guthrie, arbitrator 
Carolina. He was also o1 
staff in Atlanta in 
Thomas I Cook, : 
of the National War 


if ul 


rld War II 
Howard Mann, arbitrat 


ne legal con 


Avery 
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ve bargaining, and the maintenance and furtherance of the American way 


developing its policies, the Wage Stabilization Board has not only 
of wage stabilization, but also three other objectives to keep in 
ie preservation of industrial relations stability, the preservation of collec- 


i 


bargaining to the fullest possible extent and the fostering of maximum defense 


Policies deve loped by the Board must represent a balancing of these 


They cannot be focused exclusively on a single objective 
wages rigid and don’t get guns which are needed or airplanes which 
cost In holding the wage line might be too great i 


i terms ol ne 
the arms program 
ation program adapted to defen 
equity cannot be achi 
be accomplis] 
ceiling 01 


level su 


orm 
effort 
uiat 
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oO ld be presenter 
measure the LO 
Relatively few 
asonal industries, 
LlitV sectior 
egotiatu 
as a de 
ased on § imilar 
nonoperating”’ railroad 
Another provision of 
evond 10 percent if 
r plants vital to 
cently promulgated 
The other way in which 
nder the tandem policy set forth 
conomie Stabilization Admir 
that it means is thi 
Right before the 
crease, but plant 
ount of wage el 
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Che Board decided to approve deferred increases contained in collective bargain- 


ing agreements negotiated or otherwise communicated to employees on or before 


January 25, 1951, provided the adjustments will not have an unstabilizing effect 


rhe Board’s action was in line with directions from Congress that in stabilizing 
wages, full consideration and emphasis should be given, so far as practicable, on 
‘the maintenance and furtherance of sound working relations, including collec- 
tive bargaini ; 
On a number of other aspects of wage stabilization, the Board has made progress 
but some important work remains to be done toward the development of com 
1 policies. Such areas include pension, health, and welfare programs 
1 productivity, or annual imporvement factors, commissior 
lustries, job evaluation plans, and incentive plat 
are plans The WSB currently is at work on the 
policy on health, welfare and pension programs \ six-mal 
littee on experts has been appointed to advise the Board and 
‘eparation of standards under which health, welfare and pension 
» allowed. 
] istments. The largest number of cases pending before the Board 
this issue The problem is based on a fundamental economie faet—when 


manpower is short and profits are good, as in the current mobilization period, 


the differences between occupational wage rates among various plants in a given 
area tend to narrow. Employees who work at relatively low wages seek to come 
up to the prevailing seale and their employers desire to increase wages so that 
hey are more nearly in line with prevailing levels 

(An interim procedure has been mapped out by the Board for handling inter 
plant inequity cases pending the adoption of a more permanent policy in this 
field. The policy finally adopted is expected to allow some narrowing of inter- 
plant differentials which, if not adjusted, would cause unusual hardships to many 
small and medium sized concerns. Formulation of such an interplant inequity 
program is essential if low-wage plants which have gotten defense orders are to 
meet their production schedules 

Commission earnings.—A tripartite panel of public, industry, and labor repre- 
sentatives experienced in the field has been named to study the special problem 
of applying wage stabilization to commission earnings and will assist the Board 
in the development of a policy on this subject. 

Productivity or annual improvement Jactor. In the automobile industry and 
certain other fields, a number of contracts signed before the wage freeze provided 
for annual increases in recognition of increased productivity. Reeognizing this 
fact, the WSB voted unanimously to approve productivity increases of the General 
Motors-—United Automobile Workers type—a 4-cent an hour adjustment, a 
long-term contract, a definite plan of cooperation to improve productivity, and a 
warranty by the employer that no price increases will be sought—and instrueted 
the staff to process similar cases in line with that decision. 

The Board currently is at work on the preparation of future policy concerning 
productivity or annual improvement factor adjustments. To the extent that 
higher wages can be paid while labor costs are maintained or decreased, the result 
will not be inflationary. It is the task of the WSB to insure that the so-called 
annual improvement factor is utilized in a noninflationary manner. 

Such incentive payments can have greater significance for the future. Any 
saving in unit labor costs which allows management to inerease wages, reduce 
prices and produce more goods is the sound basis for economic progress. — If 
productivity or annual improvement increases will help achieve this objective, 
then definite worth while ends will be served by their use. The Nation has a 
vital stake in higher production with lower costs. 

Gerorce W. TayLor, 
Chairman, Wage Stabilization Board. 
Avoust 29, 1951. 


’ 


RAILROAD AND AIRLINE WAGE BOARD 


RAILROAD AND AIRLINE WaGE Boarp, 
ECONOMIC STABILIZATION AGENCY, 
Washington om, 2 ht pt mber 28, 1951, 
For immediate release 
From: Lafavette Building 
Appointment of a Railroad and Airline Wage Board under the chairmanship 
of Nelson M, Bortz to handle wage stabilization for the railroad and air transport 





REPORT OF JOIN I I “LE ON DEFENSE PRODU( 


industries Was announced toda 
Stabilization Agency 
Establishment of this Board is ir 
Defense Productio1 Act, which re 
workers shall be han« i by ase paral 1 
plovees subject to the provisions of the Railway 
and 1.330,000 emplove es will be subject to the B ard 
\ temporary panel, headed | * William M. Lei 
rail and air wage stabilizatior nh an n basis 
cases since its formation on A 
shed business of the temporary panel and nm Cases : 
The chairman of the Railroad and Airline Wage 
three members, is responsible for administration : 
of the Board until all members have been appoi 
are expected to be appointe: 
Under the provisions of the » Productior 
make findings and certifications that proposed | 
form to established wage policy When ich fi 
approved by the Economic Stabilization Administrat 
may be put into effect by agreemet 
representatives of the emp! Ver 
Disputed cases are subject to procedures set forth 
and the Railroad and Air! age Board may take 
this act 
(Arbitration or emergency boards or other agencies estal 
putes arising under the Railway Labor Act must specifically 
any wage adjustments proposed in settlement of a dispute 
stabilization policy. 
Under the Defense Production Act such findi 


KSA Administrator before the terms of such proposed settleme nts 
in effect by agreement of the parties Such proposed settlement ! 
with the Railroad and Airline Wage Board for approval by the Adm 

Mr. Bortz comes to the chairmanship from the post of Chief of the I 
Relations Division of the Bureau of Labor Statistics, United States Depa 


of Labor. He has had wide experience in labor relations and during Wor 
was on the staff of the National Railway Labor Panel as assistat 
wage and salary stabilization On several occasions he 
boards appointed by the Presidet { handle railw ia 
the Labor Department staff in 1936 

A native of Pennsylvania, Mr. Bortz is 43 vears 
four children His loeal address, Bethesda, Md 

Not! Che order establishing the board is attache 


WAGE STABILIZATION FOR EMPLOY 
Section 1. Purpose 
2. Legal Basis 
§. Organization 
Functions of th 
Functions of the 
Pending Actions 
Administration 
%. Effect on Other Orde 
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SEK TION .. Purpose 
Ol The purpose of t] 
and to define its functions 
SEcTION 2. Legal basis 
Ol The basic authorit 


line wage stabilization is ¢ 
1950, as amended (P. L 
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over-all division of the available supply as 


ion, jointly determine the 
| commodities used in nonfood prod 


i for industrial needs (agricultura 
consumption The Secretary, however, 


od for human and anima 
| ion and priority : horitv with re spect to all such food 


'S Aallocatio 


lo requisition food, farm equipment, and commercial fertilizer. 


as claimant before any other agency vested with authority unc 

’roduction Act for materials and facilities deemed necessary 
adequate supply of ‘rials and facilities for which he 

oans, purchases, commitments 

by the Reconstruction 
\dministration with respect 

and facilities. The Secretary may also purchase agri 

\s a guarat 


: 
stockpiling 


for resale for indu 
the Department is authoriz ‘velop and prot 
f productive capacity, the authority 
against loss in finé 1n : actors 
The Secretary also re and make: 
iheations Of necessity 


ie Act, 


10200, the Depart 


eds and adjust 
nobilization 


d orders when necessary 


Claimant agenev tor meté 


producers, 


ior agricu rroducts hecessar 
ag | 
e lice of Price Stahbil 


he Government in meeting 


the Department of Commerce, ac 


up export controls 
f food and fiber production ar 
Defense Production Act and 


nobilization program 


| clothe 150 muillior 


‘Urrent 


emergeney, it is agriculture s task to feed anc 
he and help equip our expanding military 


» feed and clot 
food to friendlv nations allied with the [ 
of agriculture is sufficienev of production 


ited States in defence 


In addition, the role 
greatest possible stabilization of the Nation’s economy 
these objectives on t] Nation’s farms and ranches 


n goais program. Deve oped for States and coun 
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well as on a national basis, 
ndividual production plat 
acreage ¢ | ith good i 
Success of the 1951 goals program 
the national goal for a 
year—-about 44 perce 
mbers a major tac 
field crops was exceeded o1 
The following 


A special 
chemical and 


780.000 pe 
| 200 a 


food 


wort i ¢l 


ial Production 
1 facilitic 
proet SS PACK AGE 
een Transiated tl 

ind pounds of fils r nee 

‘ctrical wiring materials 
juipment, cans ar 

to tons of controlled mate 
szriculture’s requirements 
hese requirements have been f 
th the defense agencies, 

Chese programs are contin 
r agriculture and related industries 


abated so long as the materials 


ds of requirements for agric 
} 


been comphlshea 


e following has 
Farm machinery and equipment 

year’s production. 

Whereas a Department 

farm machinery than the 


parts, farm machinery 
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Department: also serves as the source of practically all statistics and 
covering current prospective production and supplies of agricultural 
agricultural prices, farm employment and wages, ete. Defense work and 

required from State statisticians have been increasing sharply since the 

tate production guides for application to local areas and since estab- 
‘egional and district offices of the Office of Price Stabilization 
‘ation with the land-grant colleges, the Department is also carrying 
of agriculture’s production capacities and requirements. These include 


f agriculture’s production potential, including a comprehensive 


WY 


f opportunities to increase production through the adoption of improved 
5b) analyses of farm machinery and livestock feed requirements; and 
rE to determine the most profitabl 

of varying quantities of fertilizer 


Department statisticians have 
buildings, major improveme! 
buildings. Some data or 


mstruction and repairs ha 


orders lin 


essential to 
of Defense 


packs have m« 


eC food orders 


pphes 
‘ation 
Yepartment computes legal minim 


and works closely with the Office of Price 


DPA to meet food 
fen ares Plans are bei 
Civil Defense Administration for the protection 

t of attac 


che 


cooper: with the Defense Bor d Sal 
late bond sales to farmers. 
ipport expanded steel productior 


ig a farm “‘scrap harve 


od distribution and related problems, the Departmer 


on f 
t time 30 industry advisory committees, The Secretary appoint 


hese committees on the recommendation of the agencies wit! 


having direct operating responsibilitv for the commodities or 
{ the coneern of the committee Che membership i 
independent, small, medium, and large enterpris¢ 

lustry; membership and nonmembership in trade 

f distribution in representatio1 

six of the Department’s industry advisory committees are identical in 

p with committees appointed by the Office of Price Stabilization, and 

four of the committees are identical in membership with committees appointed 

by the Defense Fisheries Administration. This follows the Department’s general 

{ ‘communicating with other Federal agencies in order to avoid com- 

‘ation or overlapping and also to secure a desirable integration of the 

This cooperation and coordination between the Department and 

agencies is continued during the life of the committees. To mak: 

f membership to committees and the conduct of committee meeting 

rractice and to conform to certain legal and other requirements, a 

iction has been prepared as a guide to officials having responsibilities 

n this field. This instruction was submitted to and approved by the Depart- 


ment of Justice before issuance. 


and to assume geographical 


' 
| 
printed instri 
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Defense person nel 


As of August 381, 1951, 
ment of Agriculture wer 
Production Act of 1950 
tnese activities sel 
arious agencies 
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appropriated funds, 


DrEAR SENATOR MM 
28, 1951, reat 
operations und 
1951 Most of 
to the control 
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Privately owned faciliti 
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the National Production Authority 


Production Authority was established within the Depart 
Department Order No. 123 of September 11, 1950, 

functions under the Defense Production Act of 1950 

of Commerce by Executive Order No. 10161 of Sep 


No. 10200 of January 3, 1951, terminates certain of the 

Secretary of Commerce by Executive Order 10161 and 

hor he Defense Production Administrator, who has, it 

‘legated hem to the Secretary of Commerce by Defense Production 
‘ration Delegation No. Ll of January 24, 1951 

National Production Authority is continued. The Administrator of 

nal Production Authority shall perform the functions and exercise thy 

authorities vested in the Secretary of Commerce by Executive Ordet 

bv Defense Production Administration Delegation No. l except a 

in Section 5 of this order. In addition the Administrator shall perforn 

netions and exercise the powers and authorities vested in the Secretary of 

by the Rubber Act of 1948, as amended (50 USC app. 1921) by 

Order 9942 of April 1, 1948. 


Ad soru Committee on Priorities Administration 


Che Advisory Committee on Priorities Administration consists of the 
\dministrator or his representative as Chairman and representatives from the 
i ‘h other agencies as the Administrator may designate 


Ly nt of Defense 

Department of the Interior 

Department of Agriculture 

Departm of State 

Department of Labor 

Department of the Treasury 

Office of International Trade (Department of Commerce) 

Keonomic Cooperation Administration 

Atomic Energy Commission 

Housing and Home Finance Agency 

Interstate Commerce Commission (Bureau of Service 

Kconomic Stabilization Agency 

The Advisory Committee on Priorities Administration shall serve in at 

‘apacity with respect to policy matters affecting the interests of the 
d agencir The Committee shall review proposed orders and regula 

id perform such other functions as the Chairman may assign. 

‘he Administrator, as Chairman, is authorized to: (1) establish such 
subcommittees and working groups subsidiary to the Committee as he may 
determine to be necessary; and (2) establish rules and regulations governing the 
procedures and operations of the Committee and its sub-groups. 


Rede CGalions O A ithority 


Administrator may delegate any power or authority conferred upon 
any officer of the National Production Authority, or to any 
ney of the government, and he may authorize such redelega 

icer or agency as he may deem appropriate. 


ations of Authorities 
The following authorities vested in the Secretary of Commerce by Exec 
ler 10161, Executive Order 10200 and Defense Production Administra 
Delegation No. 1 are hereby reserved to the Secretary: 
| The authority to create new agencies within the Department of Com 
nerce pursuant to Section 902 (b) (2) of Executive Order 10161; and 
2 The authorities with respect to the use of transportation facilities 


¢ ldn inistrative and Bi d Ser ces 


til otherwise directed, the central personnel, accounting, informatio 
inistrative service facilities of the Office of the Secretary sh: 
dministrative and other services to the National Production Authority 
addition, any necessary field services will be provided by the Depart 
{ Service nding development of a sufficient volume of field work 
1 offices for the National Production Authority. 
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Right 


f nt emplovees 
National Prodi 

No. 123 of September 11, 1950, and 
organization and perform satisfactory 
rights in an appropriate : 
late of such transfer, wl 

her permanent emple 

the National Product 
inder the same 


services are no le 
Section &, St wus in the 


Ol The National Production Autt 


it of the Department of Commerc: 


with established departmental policies, 
the Department of Commerce Manua 


Section 9. Eft ct on Other Orders 


01 This supersedes Department Order No. 1238 
1950, but shall not be construed to affect anv acti 
Department Order No. 123 of September 11, 1950 
orders the provisions of which are inconsistent or 


of this order are hereby amended or superseded accor 


Section 10. Effective Date: 
.O1 This order is effective January 


Department Order No. 123 (Supplemer 
Date of issuance: June 29, 1951 
Kffective date: June 29, 1951. 
Subject: Delegation of authority with respect 
produced as by-products from coke mad 

This supplement to Department Order No. 1 led pursua 
Defense Production Act of 1950, Executive Orders 10161 and 10200, Defense 
Production Administration Delegation 1, and Defense Solid 1 Ad t 
Delegation 1 

There are herebv delegated to the Administrator of the 
Authority all functions delegated to the Secretary of Commeres 
Fuels Administration Delegation 1, dated Mav 2, 1951, wit! 
tribution of coal chemicals produced as by-products of coke 

The functions herein delegated may be redelegated withi 
tion Authority in the discretion of the Administrator. 


92 
23 is Iss ) 


T 


CHARLES SAWYER, Sé 


MANUAL OF ORDERS 
Part | 


epartment Order No. 128 (amended 
date of issuance: August 6, 1951. 
ffective date: August 6, 1951 

Subject: Under Secretary of Commerce 


for Transportatio1 


section r Purpose: 
Ol The purpose of this order is to > the 
Under Secretary of Commerce for Transportation, 
shed bv Reorganization Plan No. 21 of 1950. 
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regardless of financing, including all rural an 
highway ¢ ipment repair shops, bri . tunnels 
installations; 
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The industry representatives proposed will repre sent a CTOSS-sS¢ ection of 
try with due consideration given to large, medium, and small 
ness, geographic distribution, degrees of integration, differing production 
sification and trade association membership; 
(Adequate and clear terms of reference describing the purpose of thi 
ittee and its funetions will be established in each case; 
‘he proposed membership will represent responsible leaders in busine 
in order that the best advice may be secured for the Department; 


Wherever possible, the principle will be followed that one industry 
ry committee be appointed for any given industry with subcommittee 
nden 


appropriate and necessary This practice will avoid any te 
id fF committees Within the Department in the same busine 


plication of 
é Che establishment of all industry advisorv com 
membership requires prior clearance with and approv: 
‘retary may direct changes in proposed membership 
nappropriate 
Meetings with industry advisory committees are f 
ng the Department the best information and advice availab] 
| arv for the Department to obtain such 
rroblem \Mleetings may be initiated either | 
he sus nm of committee member 
used for the purpose of obtaining support for a 
invitations, with agendas and other pertine 
ntly in advance to enable industry representa 
nd and permit time for prior consideration of 
yn to the Secretary is required of all industry 
ings shall not be held outside metropolitar 
Secretary 
Cl of meeting J ul r’\ advisory committee 
mhout a Department tt al present Government pre 
Ne PWAANITNI 
KTOW le 
businesslike 
nd eliminat i 


agenda shoul 


Depart met to provi 

dustry advisory committ 
Cherefore press rel 
nmittee meetir 


dustries have 


AVS be el 

concerned 
the purpose for whict 
served, and future use 
nsideration should be given to 
left dormant, as this pract 
is not conducive to good 


° ' 
rorma 


be formally constitt 
group on & continuing D&sis Over a 
necessary and desirable on occasion for the bureaus al 
ation and advice from industry throug , 
1it) 
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stimulated by incentives established by the Congress through accelerated tax 
amortization and emergency loan arrangements. 

Under the Revenue Act of #50 the Congress provided for the reduction fron 
a normal rate of amortization to 5 years for tax amortization of certified building 
of industrial plants intended for production vital to the defense program. As of 
September 27, 1951, NPA has received 10,107 applications for ‘“‘certificates of 
necessity”’ to allow the 5-yvear-tax amortization, and had taken action on 6,856 
of these applications, leaving 3,251 applications pending. Of those acted upon, 
a total of 4,865 applications were recommended for approval to DPA, 2,069 wer 
denied, and 422 were transferred to other delegate agencies. As of August 18 
1951, a moratorium on the granting of tax-amortization certificates was declared 
for a period of 60 days, during which time a review was to be made of adminis 
trative procedures and of the criteria on which certificates are to be granted and 
percentages determined. This has been a factor in the accumulation of applica- 
tions pending, along with policy considerations and the lack of supporting data 


consisting of (1) industry operation reports, (2) military endorsements, and (3 


in some cases, additional information from the applicant. 

Under section 302 of the Defense Production Act of 1950, the Congress provided 
that emergency loans may be made for the procurement of materials for the 
national defense and for the expansion of capacity when other financial assistance 
is not available on reasonable terms As of October 1, 1951, a total of 647 appli 
cations for certificates of essentiality had been docketed by NPA, representing 
loan requests of over $1,480,000,000. Of this total, 77 applications had beet 
recommended by NPA to the Defense Production Administration for approva 
of which 47 (totaling $60,170,000) were approved, 2 approved and subsequently 
canceled and 5 disapproved, with 16 currently pending in DPA and 7 pending in 
RFC. The NPA has recommended denial of 290 loan applications, totaling 
$828,365,000. <A total of 143 applications had been withdrawn and 11 trans- 
ferre d to other delegate agencies 
Conservation and salvage 

Both conservation and salvage of materials are fundamental objectives of the 
NPA \ special program was initiated in the summer of 1951 to increase the flow 
of iron and steel scrap to steel mills and foundries to supply the 32,500,000 gross 
tons of purchased scrap required to maintain the high rate of steel production dur 
ing 195] Industry and agriculture cooperated in this effort to channel dormant 
lefense uses. Secrap-mobilization committees are being formed i: 
cities n industries, and in agricultural organizations. An emergency scra} 
conference was held on September 11, 1951, to further the objectives of the scray 
program. 


SCrAa} to ¢ 


Stock piling 

The NPA as an administrative body under the Department of Commerc: 
discharges the stockpiling responsibilities assigned to the Department under the 
provisions of section 2 of the Strategie and Critical Stockpile Act (60 Stat. 598 
These responsibilities require cooperation with other designated Federal agenci 
in determining which materials are strategic and critical, in determining tl 
quality and quantities of such materials to be stockpiled, and in controlling of t] 
distribution and use of such materials so as to provide adequate supplies to meet 
current military and civilian requirements and to permit the acquisition ar 

ntion of sufficient quantities in the national stockpile. The actions b 

ich NPA aids in reaching stockpile objectives are in the nature of (1) restri 
tions on the distribution and use of materials to assure their availability for th: 
stockpile in quantities established by decision of the Vital Materials Coordinati: 
Committee of DPA; (2) issuance of control orders exempting certain material 
from purchase limitations when purchased by the General Services Administratio: 
and other Federal agencies for the stockpile; (3) prohibition of private importa 
tions of rubber and tin which are subject to purchase only by the General Service 
Administration and the Reconstruction Finanee Corporation, respectively; at 

| n some cases, direct allocations made to the stockpile. 

he stockpile materials covered by NPA material (M) orders are listed b 
general types of control in table I. This listing refers only to orders covering t! 
primary materials. There are other orders concerning those primary materials 1 
their partially or completely processed state which have not been included in th 
compilation of table I 
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TaBLeE I,—Stockpile materials covered by NPA ord 


Alu 
Ant 1} 
Bismuth 
Bristles, hog 
Cadmium 
Cobalt 
Columbite 
Copper 
Feathers and 
Graphite, syntheti 
Lead 
Molybdenum 
Nickel 
Platinum 
Rubber ! 
Tantalite 
Tin! 
Pungster 
Vegetable tannin 
nut, quebrach 
Zine 


! Exclusive government purch 
2Synthetic rubber only 


While each NPA order is a conse 
limitations. Some of these materi: 
those noted. Kach material is listed under the 
in the respective orders. ‘These types of 
allocation—use and delivery subject to NPA monthh 
(b) control on delivery, acceptance, processing and produ 
civilian consumption to a stated percentage of a related 
prohibited in manufacture of finished products or groups 
in the respective orders; (e) limitations on inventories 
substitution of other materials, and (g) exemption fro 
allocation restrictions of the General Services Administrat 


agencies in acquisition for the s 
| 


control 


Machine lool 

On the recommendation of NPA the General Services 
appropriate contracts with producers of machine tox 
the machine-tool-pool order program, the purpose of 
tion of machine tools needed for defense productior 
ontracts called “pool orders’’, which are initially 
l’ederal Government, are placed with individua 

made permitting the firms to divert machi 
rders received from a defense contractor 
to fill other defense orders, the Government is gradual 
responsibility. The program is a purchase and resale type 
that the resale is accomplished in most cases by the producer 
procurement agenciy. 

Funds for this program to the extent of $340,000,000 have beer 
(his will underwrite a pool-order program amounting t 


addition, new recommendations totaling $507,034,972 hs 


‘eneral Services Administration, rhe total of pool OF ler 
recommended was $731,617,786. 
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iscretion the NPA Appeals Board may hold a hearing on any appeal 
initiative or upon the request by the appellant. Hearings by the 
lie unless otherwise ordered by the board. | pon request from either 
Board or from the firm submitting an appeal, the Office of Small 

a} T of the firm at hearings. 
he date of establishment of the Appeals Board on April 25, 1951, the 
is received and docketed a total of 203 appeals During this period the 
as disposed of 162 appeals. Of the total number of appeals disposed of, 
granted in a total of 33 appeals, relief was denied in a total of 70 appeals, 
i 59 docketed cases were either dismissed as improper appeals or 
» appellants. F Oct Dd, 1951, a tots f 41 


the board. total ») hearings have beer 


} 


app als were 
ld 


ieid since tne 


the board. 
th other agencies 
e NPA requires a wide variety of statistical and economic 
‘h is already available in other Government or private agencies. 
een made to use such data and to use the facilities of other 
cting, tabulating, and analyzing such data as may not be available 
‘Xample, it is the policy of NPA to use to the 
extent the facilities of the Bureau of the Census, where appropriate, on a reim 
basis. This includes industry mailing lists, technical and clerical assist- 
ance, mechanical tabulating equipment, Census reports, and data and the joint 
sponsorship of data requests. Rather than create new and additional data requests 
the NPA has adopted certain forms already in use by the Bureau of Mines and 
in some instances has made such forms mandatory by NPA M order. In these 
cases the forms are issued, received, and tabulated by the Bureau of Mines, NPA 
receiving from that Bureau such data as may be useful. 
ikewise, other Federal agencies are joint enterprisers in the materials program 
and all are closely integrated. Materials channeled by NPA for the building of 
freight cars is & major element im the vital program of the Defense Transport 
Administration. The increase in electric power, an objective of the Defense 
Electric Power Administration, is vital to the production of aluminum, one of 
the three materials controlled under CMP. 


} 


rreatest possible 


Dursabie 


INDUSTRY ADVISORY COMMITTEES 


vy advisory committees constitute one of the most useful devices avail 

National Production Authority for drawing upon advice and judgment 

isiness executives in connection with our vast defense-production 

National Production Authority, as of September 30, 1951, had 

ndustry advisory committees functioning in an advisory capacity to its 
divisions 

delegated to an Office of Industry Advisory Com 

‘ y to him, the responsibility for coordinating all activities 

lustrv advisory committees within the National Production Author 

assures that the Authority reeeives the benefits of a true eross 

stry views and advice in the establishment, use, and management 

\ittees, and that the requirements of the Defense Production Act 


nforeed by providing ‘‘fair representation for independent small, for 


and for large business enterprises, for different geographical areas, for 
ociation members and nonmembers, and for different segments of the 


advisory committees may be established by the Office of Industry 
‘ommittees after receiving a proposal from the director of the industry 
involved, who is required to seek suggestions for possible committee 
ship from all available and useful sources within the industry and the 
Government. The proposed membership list for a new committee must 
mply with the requirements of the Defense Production Act. Its repr 
character is tested by comparing the representation of the proposed 
e with the composition of the entire industry. Thus, an effort is made 
he membership of each committee retlect the general organizational 

1e industry affected 
director of the industry division is also required to submit suggestions 
membership to the Office of Small Business, which has 
hin the National Production Authority for the general pur- 
of representing the interest of small business in policy and procedural de- 


¢ 


ions of the National Production Authority and other Federal agencies 
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requiring immediate industry 
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OFFICE OF INTERNATIONAL TRADI 


Memorandum 

To: The Solicitor. 

From: Karl L. Anderson, Acting Director. 

5 ibject : OIT and the Defense Production Act. 


The Office of International Trade has certain responsibi 
ments determination and claimaney under the Defense 


iuthoritv therefor derives from DFA Order No. 1, date 
Designation of Claimant Agencies’: section 1 (18) of 
OLT Director shall prepare and present 
rts not elsewhere designated in the 
t agencies are the ECA with respect 
th respect to areas under military govern! 
Che work resulting from this delegat 
2 foreign countries or areas 
{ analyzing information 
eparing justifications tl} 
is; an division 
in fixing 
supplies 
“ies. Export 
to limit the quantit 
also prov ide a determination of 
neet essential needs of friendly foreig 
tain economic stabilitv, to increase produc 
ted States and allies, and to assist them in f 
nee domestie shortages frequently reflect worl 
ern to the United States that the defense « 
diy countries are not undermined by lack of 
‘arce materials. In some instances, therefore 
on exports to protect the domestie econ 
carce materials, but also to provide positive 
¢ that essential exports are in fact 
lhe initial program established this 
ides priority assistance for repls 
vy referred to as MRO) which are 
ign countries the commercial aircraft 
refor is a delegation to OIT, by letter 
ouneced February 23, 1951 


TION 
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staff has been engaged for a number of months in reviewing, bringing up-to-date, 
and coordinating the NSRB survey with the Department of Defense. 

6b) The Under Secretary serves as chairman of the top-level policy-making 
and planning Committee on Defense Transportation and Storage, of the Office of 
Defense Mobilization. Members of the Committee are from State, Defense, 
Treasury, Interior, Commerce, Agriculture, Defense Production Administration, 
and the Defense Transport Administration. Other agencies are represented 
from time to time if subject matter requires. Its activities are primarily confined 
to “across the board”’ transportation problems and a weighing of future require- 
ments against supply 

lhe Under Secretary also represents the over-all transportation area on the 
Defense Production Administration Requirements Committee and the Depart 
ment’s transportation area on the DPA Program Adjustment Committee. Ir 
addition, the Under Secretary is a member of the DPA Aircraft Productio 
Board and the Air Coordinating Committee. Representation on these committees 
and boards necessitates the continuous gathering and collation of numerous 
reports, studies, surveys, statistical data. This material, in turn, is translated 
into presentations of the material requirements of the transportation agencies of 
the Department, under the jurisdiction of the Under Secretary, before DPA. It 
further includes the preparation of background material for participation on the 
ODM Committee for Defense Transportation and Storage of which the Under 
Secretary is chairman. The Under Secretary’s staff which includes the Offices of 
Transportation and Civil Aviation Mobilization provides the necessary assistance 
in carrying out the described functions. 

1. The shortage of critical materials has imposed delays on most of the trans- 
portation programs. The effort of the Under Secretary is being directed toward 
the minimum allotment of materials to obtain adequate domestic transportation 
to meet the requirements of expanding defense production, 

5. There are no Industry Advisory Committees connected with the functions 
of the Under Secretary for Transportation. The various operating agencies of 
the Department in the transportation field have IAC’s. Their activities are 
included in other sections of the attached reports 

6. Between October 1950, and October 1951, the Under Secretary for Trans- 
portation had on his staff at various times; 7 classified employees, 7 WOC, 4WAE 
or a total of 18 engaged in activities under the act. 

JEAN H. DuBuQuE. 
Attachment A 


EXECUTIVE OFFICE OF THE PRESIDENT, 
NATIONAL Security Resources Boarp, 
Washington, September 11, 1951 
Hon. CuHarues I. WILson, 
Director, O fice oft Defe LSE Vobilization, 
Washington, D. C. 

Dear Mr. Witson: The National Security Resources Board Air Transport 
Mobilization Survey has completed its assignment, and accordingly, I am attach- 
ing my final report as its General Chairman. The report summarizes the major 
conclusions and recommendations made by the various task groups; it contains 
no classified material in order to permit public dissemination. I am in general 
accord with the conclusions and recommendations, 

Over 100 outstanding men representing all phases of the civil aviation industry 
and the Government, including the armed ser\ ices, prepared these reports. They 
gave liberally of their time and effort. It should be a source of satisfaction t 
them that their efforts have resulted in firm proposals for a practical program 
Some of these recommendations have already been placed in effect; action has bee 
started on others. 

An organization has been established within the Office of the Under Secretary 
of Commerce for Transportation with the responsibility for implementing and 
maintaining on a current basis civil aviation mobilization plans. This unit ha 
been instructed to take as its initial point of departure the recommendations made 
in the task group reports. The progress already made demonstrates the value 
of the NSRB report 

For instance, the Air Transport Task Group reports have already proven to be of 
concrete and practical value to the Nation. Under certain conditions the military 
will require a considerable number of four-engine civil air transport planes to b« 
made available on short notice for military purposes. Due to the fact that bot! 
the Departments of Defense and Commerce used the NSRB task group reports 
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as an initial point of departure, the two Departments have already achieved prac- 
tical agreement on the numbers of four-engine aircraft that can be diverted from 
civil to military use and on details incident to such a plan 

As another example, discussions are presently being conducted by the Depart- 
ments of Defense and Commerce based on the task group report on air priorities, 
with a view to establishing a priority system which will permit the maximum 
utilization of all available aircraft by both military and civilian users. 

Those recommendations covering non-air-carrier aviation are being im 


pDie- 
mented in regard to materials priority assistance for essential agricultural, i d \s- 
trial, and business flying; in civil defense; and in planning for emergency 
of civil aircraft during war 
An airport use panel has been set up as a part of the Air Coordi 
in consonance with the airport task group recommendatio1 
presently reviewing plans of the various agencies regarding 
and use. The panel has been active in the various geograp! 
out the country and has already accomplished joint us¢ 
civil users at several points where initial plans of the 
exclusive military use 
The Civil Aeronautics Administration, which is tl 
implementing major portions of the mobilization pla 
task group, has reviewed those recommendations and ¢ 
lined. Additional funds have been requested of Con; 
of the task group recommendations and the 
panel of the ACC is coordinating the recommen 
Government departments and agencies, 
Similar action is being taken on all of 
I believe the survey has accom] 
industry and the public may be 
made in preparing civil aviation 
Nation in time of way, I recommen 
released for publication. 
Sincerely yours, 
D. W. RENTZEL, 
General Chairman, NSRB Air Transport Mobilization S 
SUMMARY F THE NATIONAL Security Resources Boar AIR 
MOBILIZATION SURVEY 


FOREWORD 


The National Security Act of 1947 established the National 
Board and delegated to that body the responsibility for na 
planning. In September 1950, Hon. W. Stuart Svmington, 
Board, called for a comprehensive survey of the air transport 
lem He appointed Hon. Delos W. Rentzel general chairman 

On October 3, 1950, Mr. Rentzel appointed chairmen 
task groups which had been set up to make the survey (see a] 


men, appointed on the basis of their ability,-in turn selected highly competent 


assistants from Government, military, and civil aviation activitie The survey 
was completed in Julv 1950 and the reports of each task group ti 
general chairman. The major recommendations and conclusio 


group reports form the basis for this summary. 


AIR TRANSPORT (TASK GROUP A) 


Task group A’s over-all objective was to determine how the civil air transport 

industry could best be mobilized in event of war. ‘he problem was approached 

brexking it into five parts and assigning a subcommittee to each part as 
follows: 

\—1. War air service pattern.—Determination of a minimum essential civil 
air service pattern, the number of aircraft required to operate it, and the number 
available to supplement the military transport effort 

A-2. Modification Determine what modifications are required to prepare 
civil four-engine aircraft for overseas operations and which types of aircraft 
should be modified. 

\—3. Equipment and replacement parts requirements.—Develop estimated re- 
quirements of equipment and spare parts for the mobilized air transport fleet. 

4-A. Manpower.—Determine mobilization manpower requirements, 
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Recommendations 


1. That the industry and the Department of Commerce as its manpower 
claimant agency should review the Department of Labor’s list of critical occu- 
pations and that with appropriate recommendations it then be submitted to ODM 
for approval and transmittal to the Department of Defense and Selective Service. 
The availability of personnel required to operate the air transport reserve fleet 
and minimum war air service pattern must be provided for now. 

2. The industry working with its appropriate associations should compile data 
on manpower problems and appoint committees to develop training programs, 
increase manpower utilization, and lay personnel plans for M-day recruitment 


and training 


A-5. Air priorities 
The framework of an air oe system was developed based on World War 
I] experience and subsequent changes within the air transport industry. There 
is no question but that policy con ee must rest in the highest possi Je echelon 
of authority to assure adequate consideration of both civil and military require- 
ments \c co istration of that policy should be placed in a single agency tpi 
ing priorities on both civil and military carriers. The system should apply to all 
traffic on all United States air carriers and military services. 
Administration of the priority system under policies evolved jointly by the 
Department of Commerce and Department of Defense should be made the 
f a Director of Air Priorities under the Department of Defense 
recommended after a careful study the advantages | 


eral alternate plan 
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(d) Technical training within Reserve and Air National Guard units 
(e) Reserve units in vocational, technical, and engineering schools without 


cost to Government. 


OVERHAUL AND MAINTENANCE (TASK GROUP B-2 


The major recommendations of this group were on the repair an 
military and civil aircraft omitting civil airline capacities : 
lotal civil and military requirements were estimated through 
quare feet of floor space and number of employees. It is 
ipproved stations (410) and major contract overhaul opera 
pace which practically meets that requirement and a nucleus of trair 
with a high potential for expansion 

Availability of the overhaul industry for mobilization 
ind utilization made of it by the services prior to M 
‘onsiderable controversy over the relative merits of contr: 
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That a Director of Qverhes 
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Consultant: 
McMullen, Alexis B. (Consultant to Mr. Rentzel), Executive Secretary, 
National Association of State Aviation Officials, 1101 Vermont Avenue 
NW., Washington 5, D. C. Office phone: Sterling 6686. 
Government Members: 
Duckworth, H. S., Rear Admiral, USN, Director, Aviation Plans and Pro- 
grams Division, Deputy Chief of Naval Operations, Air, Department of 
the Navy. Liberty 5-6700 (code 131), ex. 71717. 
Armstrong, R. G., Captain, USN (Alternate to Rear Admiral Duckworth), 
Head, Civil Aviation Liaison Branch, Flight Services Division, Deputy 
Chief of Naval Operations, Air, Department of the Navy. Liberty 5-6700 
(code 131 > Oz. 71178. 
Adviser: 
Lewis, Arthur D. (Technical Adviser to Mr. Rentzel), care of Transportation 
Division, Office of Programs and Requirements, Defense Production 
Administration. Sterling 5200 (code 141), ex. 4509. 


TASK GROUP A—AIR TRANSPORT 
Chairman: 
Milton W. Arnold, Vice President, Operations and Engineering, Air Transport 
Association of America, 1107 16th Street NW., Washington 6, D. C. 
Office phone: Executive 6161. 


Harper, Air Coordinating Committee, Department of Commerce 
ld ng Sterling Q?200 code L64 » ees 1383. 
Consultants: 
lrich, Grahame H., Air Transport Association of America, 1107 16th 
Street, NW., Washington 6, D. C. Office phone: Executive 6161. 

Markham, D. W., Assistant General Counsel, Air Transport Association of 
America, 1107 16th Street NW., Washington 6, D. C, Office phone: 
Executive 6161. 

Slate, John H., Skadder rps late, Lehman Brothers Building, 1 William 
Street, New York ()fTties phone Dighy 4—-1074 
iter, G ge A,. Chad ne, Parks, Whiteside, Wolff & Brophy .25 Broad- 
wav, New York 4, : ; Office phone: Digby 17630. 
ment Members: 

derick B., Deputy Administrator for Program Planning, Civil 
nautics Administration, Department of Commerce. Sterling 9200 
164), ex. 2076. 
i Edgar N Adviser to Mr. Lee), Chief, Civil Aviation Mission, 
Program Planning Staff, Office of the Administrator, Civil Aeronautics 
Administration, Department of Commerce. Sterling 9200 (code 164) 
x. 4152. 
izenbach, C. Darwin (Alternate to Mr. Lee), Special Assistant, Office of 
Program Planning, Department of Commerce. Sterling 9200 (code 164 
x“ $419. 
rpenter, Martin F., Chief, Division of Employer Relations, Bureau of 
Employment Security, Department of Labor. Executive 2420 (code 177 
ex. 712 

Burgess, Robert S., Director, Division of Air Service, Bureau of Transporta- 
tion, Post Office Department. Sterling 3100 (code 167 On: Bre: 

srenner, Melvin A., Fiscal Analyst, Fiseal Analyses Division, Industry, 
Housing, Finance Branch, Bureau of the Budget. Executive 3300 (code 
189). ex. 2096. 

Rainville, W. S., Jr., Executive Assistant, Defense Transport Administra- 
tion, Interstate Commerce Commission. fepublic 7500 (code 151), ex, 

5833. 

Glasgow, Ralph, Brig. Gen., USA (Liaison), Chief, Military Planning and 
Intelligence Division, Office of Chief of Transportation, Department of 
the Armv. Liberty 5-—6700 (code 131), ex. 55498. 

Keller, C. A., Comdr., USN, Head, Air Transport Programs Section, Avia 
tion Current Programs and Budget Branch, Aviation Plans and Programs 
Division, Deputy Chief of Naval Operations, Air, Department of the 
Navy. Libertv 5—6700 (code 131), ex. 55524. 

R. C., Lt. Comdr., USN (Alternate to Comdr. Keller), Assistant 
Air Transport Programs Section, Aviation Current Programs and 


’ 
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Budget Branch, Aviation Plans and Programs Division, Deputy Chief of 
Naval Operations, Air, Department of the Navy. Liberty 5-6700 (code 
131), ex. 56854. 


TASK GROUP AI—WAR AIR SERVICE PATTERN 
Chairman: 
John H. Clemson, General Traffic Manager, Trans World Airlines, Inc., 60 
Kast 42d Street, New York, New York. Office phone: Murray Hill 7- 
6580. 
secretary : 
David W. Bluestone (Also member from CAB), Chief, R 
ses Section, Carrier Relationships Division, Burea 
Civil Aeronautics Board Sterling 9200 (code 164 
Industry Members 
Duff, Donald A., Vice President, Traffic and Sales, Front 
ton Airfield, Denver 7, Colorado. Office phone: De 
Lounsbury, R. C., General Traffic Manager, Par 
135 East 42d Street, New York 17, New Yor 
Hill 6-7 100. 
Nelson, Orvis M., Pres 
land 14, Califor: 
iress 


W ile ee 1 
New \ OTK 
Office phone 
Government Member 
Deak, Francis, 


Transport 
Branch, Aviatior 
aval Operations, Air, 
ol), x. 5OS854. 
Hickey, James E., Lt. Col. 
Depot Program, Deputy 


Air Force, Liberty 5-6700 (code 131), ex. 78317 
Surba, Chester F. Alternate Col. Hickey Pri 
Jivision, Dire 

of 


Staff, Mater 


T 
l i 


ments Branch, Transportatior 
Supply & Services, Deputy Chief 
Air Force. Liberty 5—6700 (code 131 


hairman: 

W. C. Mentzer, 
3000, So. San F 
retary: 

Robert R. Reining, Air Coordinating 
Building. Sterling 9200 (code 164), ex. 2937. 

stry Members: 

Beals, H. W., Director of Engineering—West C 
c/o Douglas Aircraft Company, Inc., 3000 O 
Moniea, California. Office phone: Exbrook 4 

Del Vallo, W. A., Pan American Airways Res 
Aircraft Company, Inc., 3000 Ocean Park 
California. Office phone: Exbrook 4—-3241. 


Committee, 


lu 
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Clark, Clyde F. (Observer), Staff Specialist, Off of Materials and Fa ‘ 
Production & Marketing Administratior Departn of Agr ire, 
Republic 4142 (code 161), ex. 3237 

Scott Joh B, Lt Col USA Lia 501 \ ance s tior R ré 
sranch, Supply Division, Office of A Chief of Staff. G—4. Denar 
of the Army, Liberty 5-6700 de 131). ex. 77760 

Lawler, J. R., Comd USN, He Cla lainter 
Divi Office of Asst. Cl r Matér & S | 

( Departme t of the Nav | G700 } 

Powell, L. R., Lt. Comdr., USN (A t ( 

Pla sect \Iair ince [DD Cottre \ ( 
~ ces, Burean « \er i 1) ul ( H700 
code 131 *v. 64500 
Johns Liovd ] ( USAF, ¢ P wid () - 
1} . Direetor \la ‘e) Vv SS 
Staff, Matériel, Depa \ir | 6700 
94198 

Brande J J Lite ( ] { I 
Sec \ f Bra s 1) ) 

s | vs ice 1) { Stal i 
Air For | ‘ »-HB700 () 

| ( isby, Jann | (or ( ~ A ( 
eral Dix 1) ‘ i : 
Board Lil vy 5-6700 ( | 7 


Chairman: 


( ty Republ 1142 (¢ 16] 23 
( f Joel D.. ¢ Be ‘ | () r @) { 
Na il Head i » S S ul 
TN X 3667 
[ er il S., ¢ \ ( ( 
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Braun, W. B., Capt., USN, Head, Mobilization Plans & Policies Branch, 
Personnel Plans Division, Chief of Naval Operations, Personnel, Depart- 
ment of the Navy. Liberty 5-6700 (code 131), ex. 75755. 

Barry, James V., Comdr., USN (Alternate to Capt. Braun), Head, Aviation 
Program Branch, Naval Reserve Division, Asst. Chief for Naval Reserve, 
Bureau of Naval Personnel, Department of the Navy. Liberty 5—6700 
code 131 , CF. 12894, 

Hord, E., Jr., Lt. Comdr., USN (Alternate to Capt. Braun), Aviation Plans 
& Programs Division Deputy Chief of Naval Operations, Air Department 
of the Navy. Liberty 5—-6700 (code 131), ex. 55268. 

Ettenson, B. M., Major, USAF, Chief of the Delay Section, Reserve Activi 
ties Branch, Officers Assignment Division, Directorate of Military Person 
nel, Deputy Chief of Staff, Personnel, Department of the Air Fores 
Liberty 5—6700 (code 131), ex. 77790. 

Ranck, Nathan H., Lt. Col., USAF (Alternate to Major Ettenson), Execu- 
tive for Legislation, Office of Special Asst. to Chief of Staff for Reserve 
Forces, Department of the Air Force. Liberty 5-6700 (code 131), ex. 
55972. 

rASK GROUP A.5—AIR PRIORITIES 
Chairman: 

Rk. W. Ireland, Vice President, United Air Lines, 5959 S. Cicero Avenue, 

Chicago 38, Illinois. Office phone: Portsmouth 7-3300. 
Secretary: 

Major Thomas Kk. Potter, Jr., USAF Chief, Air Priorities Section, Traffic 
Division, Directorate of Operations, Military Air Transport Service. 
Hillside 3100 (code 185), ex. 4218. 

Industry Members: 

Cussen, George T., Executive Vice President, Flying Tiger Line, Inc., Lock 

heed Air Terminal, Burbank, California. Office phone: Stanley 7—3411. 
MacIntyre, Malcolm A., Dobevoise, Plimpton & McLean, 20 Exchange Place, 
New York 5, New York. Office phone: Digby 4~-9400. 

Parker, L. C., Vice President—Traffic & Sales, Delta Air Lines, Inc., Munic- 
ipal Airport, Atlanta, Georgia, Office phone: Calhoun 6622, 

Rauen, J. N., Assistant to Vice President, United Air Lines, 5959 S. Cicero 
Avenue, Chicago 38, Illinois. Office phone: Portsmouth 7-3300. 

Turner, R. L., Vice President—Sales, Northeast Airlines, Inc., Logan Inter 
national Airport, East Boston 28, Mass. Office phone: East Boston 7—4100 

Wohlmuth, Max, Admiral Travel Service, 903 Philadelphia Fidelity Building 
123 So. Broad Street, Philadelphia 9, Pa. Office phone: Pennypacker 
o—-8323. 

Government Members: 

Radius, Walter A., Director, Office of Transport and Communication 
Policy, Office of Asst. Secretary for Economic Affairs, Department of State 
Republic 5600 (code 191), ex. 4118. 

Alton L. (Alternate to Mr. Radius), Special Asst. in the Office of 
Transport & Communications Policy, Department of State. Republi 
5600 (code 191), ex. 5967. 

Payne, W. Scott, Transportation Economist, Office of Transportatio: 
Department of Commerce. Sterling 9200 (code 164), ex. 3917. 

Sanderson, Harold R., Chief, Certificates & Permits Section, Routes Divi- 
sion, Bureau of Air Operations, Civil Aeronautics Board. Sterling 920 
(code 164), ex. 2177. 

Warlick, H. O., Chief, Processing Plants Staff, Office of the Asst. Admini 
trator for Marketing, Production & Marketing Administration, Depart 
ment of Agriculture. Republic 4142 (code 161), ex. 3111. 

Boughner, Kenneth T., Lt. Col., USAF, Special Asst. to the Secretary of t! 
Air Force, Department of Defense. Liberty 5-6700 (code 131), ex. 5375: 

Ricard, Floyd h (Alternate to Lt. Col. Boughner), Transportation Eco! 
omist, Office of Distribution Methods, Transportation Division, Mur 
tions Board, Department of Defense. Liberty 5-6700 (code 131), e 
74160. 

Bunker, William, Col., USA (Advisor to Lt. Col. Boughner), Chief, A 
Transport Service Division, Office of Chief of Transportation, Departme: 
of the Army. Liberty 5-6700 (code 131) ex. 77784. 
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Keller, C. A., Comdr., USN (Advisor to Lt. Col. Boughner), Head, Air 
Transport Programs Section, Aviation Current Programs & Budget Branch, 
Aviation Plans & Programs Division, Deputy Chief of Naval Operations, 
Air, Department of the Navy. Liberty 5-6700 (code 131), ex. 55524 

Dewey, Charles J., Major, USAF (Advisor to Lt. Col. Boughner), Chief 
Air Branch, Transportation Division, Directorate of Maintenance, Suppl 
& Services, Deputy Chief of Staff, Matériel, Department of the Air Force 

Liberty 5-6700 (code 131), ex. 76205. 












rASK GROUP TRAINING, OVERHAUL AND MAINTENAN(® 





Chairman: 


It is understood that the Chairman has resigned and that no successor will be 
designated, 
Secretary: 
Jesse D. Green, Chief; Aircraft Utilization Branch, Aviation Extension 
Division, Office of Aviation Development, Civil Aeronautics Administra 
tion, Department of Commerce. Sterling 9200 (code 164), ex. 4078 


Government Members: 
Davis, William B., Deputy Director, Office of Aviation Safety, Civil Aero- 
nautics Administration, Department of Commerce Sterling 9200 (code 

164), ex. 3867. 

Lilly, Grady F., Major, USA (Liaison), Maintenance Branch, Supply Div 
sion, Office of Asst. Chief of Staff, G-4, Department of the Army.  Libert 
5-—6700 (code 131 , ex. 52666. 

Anderson, W. D., Capt., USN, Head, Aviation Training Branch, Aviation 
Personnel Division, Deputy Chief of Naval Operations, Air, Department of 
the Navy. Liberty 5-6700 (code 131), ex. 53409. 

Kane, R. F., Comdr., USN (Alternate to Captain Anderson), Head, Overhau 
Branch, Maintenance Division, Deputy Asst. Chief for Materiel an 

Services, Bureau of Aeronautics, Department of the Navy.  Libert 
5—-6700 (code 131), ex. 65446. 











TASK GROUP B.]1 TRAINING 


Chairman: 
Beverly E. Howard, President, Hawthorne Flying Serv 
Municipal Airport, Charleston, So. Carolina. Office phone: 4 
secretary: 
John F. Guilmartin (Also member from Dept. of Commerce), Deputy Chief 


ice, P. O. Box 419, 


Airman Division, Office of Aviation Safety, Civil Aeronautics Adminis- 
tration, Department of Commerce. Sterling 9200 (code 164), ex. 3782 
Industry Members: 
Copeland, Hugh C., Vice President, Embry-Riddle International School of 
Aviation, P. O. Box 668, Miami 30, Florida. Office phone: 78-0516 


Garbacz, Edward, Central Flying Service, Municipal Airport, Little Rock 
Arkansas. Office phone: 4-6431. 
Griffin, John, President, Fast Coast Aviation Corp., Bostor Bedford 
Airport, Lexington 73, Mass. Office phone: Lexington 9-2400 

Hartung, Walter M., Colonel, Vice President-Director of Training, Acs 
of Aeronauties, Ine., New York Municipal Airport, La Guardia Field, 
New York, New York Office phone: Havemeyer 9-6600; Washington, 
me. ©. phone: Libertv 5—-6700 (code 131), ex. 55686 

Schooley, Frank, Executive Vice President, Flight Engineers International 
Association, 58 De Marst Place, Maywood, New Jersey 

Government Members: 

Brown, Willis C., Specialist for Aviation Division of Local and State School 
Systems, Office of Education, Federal Security Agency. Executive 6300 
(code 176), ex. 3859. 

Bristol, Delbert L., Major, USA, Organization and Training Division, 
Office of Asst. Chief of Staff, G-3, Department of the Army. Liberty 
5-6700 (code 131), ex. 74850 

Stapleton, John C., Lt. Col., USA (Alternate to Major Bristol), Mobilization 
Branch, Organization and Training Division, Office of Asst. Chief of Staff, 
G-3, Department of the Army. Liberty 5-6700 (code 131), ex. 53611. 

Anderson, W. D., Captain, USN, Head, Aviation Training Branch, Aviation 

Personnel Division, Deputy Chief of Naval Operations, Air, Department 
of the Navy. Liberty 5-6700 (code 131), ex. 53409. 
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Alternate to Captain Anderson), Asst, Hlead, 
Personnel Division, Deputy Chiet of Naval 
5 he Nay \ I ibn rtv 5 G700 cod 13] 


Chief, Aircraft Maintenance Training 
rectorate f Training ‘putyv 

Direc : a I Deputy 

F t 5-06700 


Wealte rs 
hief of S 


6700 


& Maintenance, 
sas City, Kansas 
International Association of 


{ 


Lith et, Tulsa 14, Okla- 


O. Box 48, 
ngineering & 
Office phone 


1310 Air 


& Services, 
6700 
Work] 
’ ( Chief for Materi 
Department of tl Navy. Liberty 
. Lquipment 
Directorate ¢ Nai ng * Supplv « 
Materiel, Department of the Air I 


71177 


Rau 
yu 


Sir? 





Gilbertsor Le 
Officer, Transpor 


t 


tration Sterling 0525 
MeDonald, Josey 

Researc! 

Departn 
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Lt. Col., USAF (Alternate to Maj. General Beau 
ir Patrol Affairs & Executive for Air Explorer Affair 
Chief of Staff for Reserve Forces, Department of 
5-6700 code 131), ex. 73013 
ssist: to Regional Administrator, Civil Aeronautics 
Department of Commerce, P. O. Box 1689, Fort Worth 1 
ne: Market 2141. 


rASK GROUP D AIRPORTS 


Director, Dade County Port*Authority, P. O 
Airport Branch, Miami, Florida. Office phone: 
ook, Special Assistant to the Director, Office of Airports, Civi 
es Administration, Department of Commerce. Sterling 9200 
ode 164), ex. 4046 
-y Members 
recht, G. D., Manager, Memphis Municipal Airport, Memphis, Tent 
Cc Ofl ce pl one 4 1406. 
Inwood, Louis R., Director of Aviation, City Hall, 21st Floor, Kansas City 6 
Missouri, Office phone: Baltimore 1400. 
Martin, Don W., Manager, New Castle County Airport 
ware Office phone: Newcastle 2204, 
Striffler, Ek. J., Jr., Air Line Dispatchers Association, Capital Airlines, Hangar 
No. 3, National Airport, Washington 1, D. C. Office phone: Republi 
6830, ex. 393. 
(,overnment Members: 
Stafford, Paul H., Chief, Airport Planning Division, Office of Airports, Civil 
Aeronautics Administration, Department of Commerce. Sterling 9200 
code 164), ex. 31638. 
Froman, Robert L., Assistant Director, Bureau of Safety Regulations, Civi 
\eronauties Board. oSbteriung 9200 (code 164 , CX. 2007. 


Wilmington, 


’ 


Markey, W. Dixon (Alternate to Mr. Froman), Flight Operations Specialist 
International Standards Division, Bureau of Safety Regulations, Civi 
Aeronautics Board Sterling 9200 (code 164), ex. 3854. 


Chief, Division of Engineering, U. 8. Forest Service, Depart 
culture Republie 4142 code 161), ex. 3714. 
H lternate to Mr, Dean), Chief, Aerial Photographic & 
Service, Production & Marketing Administration, Depart 
ire. Republic 4142 (code 161), ex. 3638 
(ir Coordinator, Bureau of Customs, Department of Trea 
» 6400 (code 172), ex. 421 
sistant Branch Chief, Division of Estimates, Commer 
the Budget cecutive 3300 (co 


Military Construction, Office « 
Army Libs rtv 5 6700 code A 
f ‘ron : Deputy C; 
Liberty 5-6700 (code 131), 
Facilities and Field Services Officer, Coord 
, Deputy Chief of Naval Operations, Air, Depa 
| ibertyv 5 6700 code 131 » OX. 52817. 
USN (Alternate to Comdr. Lanigan), Asst 
ment Plans, Long Range Planning Branch, 
Division, Deputy Chief of Naval Operations 
t VV. Liberty 5-6700 (code 131 , ex. 55536. 
Bs a mdr., USN Alternate to Comdr. Lanigan), Asst 
shore Establishments Programs Section, Aviation Current Programs 
‘t Branch, Aviation Plans & Programs Division, Deputy Chief 
Operations, Air, Department of the Navy Liber 5-6700 (eod 
x. 74277 
Frederick F., Lt. Col., USAF, Civil Air Branch, Policy Divisior 
of Plans, Deputy Chief of Staff, Operations, Department 
Liberty 5-6700 (code 131), ex. 53752. 


’ 
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Collins, | rank, Jr; Lt. Col : USA] ; C} ief, Li 
ponents Policy Board, Office of Secretary 


(code 131), ex. 76453. 


nairman 

Gordon A. O'Reilly, P 
Washington 5, D. ¢ 

secretary: 

L. W. Burton, Air Coord 
ing. Sterling 9200 

istry Member 

\ddems, W we 
Ine., Stapleton ld, 

Barnes, L. O., Director of 
1107 16th Street NW., Was! 

Morrow, Cole H., Member of 
Owners Association, Ine 
phone: 4—6611. 

Saint, Samuel P 
Association « 

Office phones | xecutive 

Cates, Larry (Alternate to 
Pilots Association, 
Office phone: Nation 

rovernment Members: 

Horne, Charles F., Acting Director, Offices 
nautics Administration 
164), ex. 3031. 

Lewis, Irving J., Budget 
Transportation Branch, 
ISO), ex. 2OS9 

Daviso1 a W a 1 aptain, 
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Departn ent of Cor 
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Section, Operations and Planning Branch 
SiON, Ly putty ( hief of Ni 


wal Operation 
the Navy Liberty 5—-6700 (code 131 


Henry, W F,, Comdr., USN Alternate 
Navigational Aids Branch, Flight Servi 
Naval Operations, Air, Department of 
131), ex. 76216. 

Sparhawk, George H., ‘ USA 
Directorate of Co 
Department of the 

Kalberer, Karl, Lt. Col. 

t 


Branch, Iligh 


Q); 


Chief of Sts 


code 131 


Mr. Charles Sawver, Secretary 

n: Thos. H. MaeDonald, ¢ m 
tion: Kenneth F. McClure, Chief 
Departme nt of Commerce. 
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iction inquiry of September 28, 
bie from October 1950 to Octo 
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Question 1. Programs conduct 
luction Act as implement 
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\nswer | (a). The Bureau 

senting requirements to the Defense Production 
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Exutpitr Il 
OcrosBer 5, 1951. 


SCRIPTION OF SOME OF THE HIGHWAY PROJECTS FOR WHICH STEEL IS REQUIRI 


la. Jacksonmlle Eapre ssway, 20,000 vehicles per day 


t 


s construction will relieve transportation traffic bottlenecks to heavy cor 
centrations of industries along the St. Johns River and to the railroad termina 
It will also serve three of the most important military roads in the Nation 
Us1,US817, and US 90. The expressway provides important access facilitic 
to the Mavport Carrier Basin, United States Naval Fuel Terminal, propos« 
Navy Supply Depot, United States Navy Air Station, United States Auxilia 
Air Station Cecil Field. If this project is not completed, it will interfere with t} 
distribution and transportation of materials and persons by 20,000 vehicles | 
day and retard essential military and civilian transportation throughout the cit 

ivan Square, Boston, Mass . 60,000 vehicles per da / 

‘he purpose of the facility is to eliminate a serious bottleneck in the vicinity 
the Charlestown Navy Yard caused by north-south traffic and trucking from 
Boston & Maine Railroad vards. It will also facilitate flow of traffic betwe 
metropolitan Boston and industrial cities on its northern fringe. Automob 
assembly plants and garment, textile, and shoe factories in this area generate co! 
mercial and passenger traffic amounting to 50,000 vehicles a day at Sulliva 
Square 


3. Olneyville Expressway, Providence, R. I., 61,000 vehicles per day 

This project relieves traffic bottlenecks in downtown Providence, R. P Milita: 
vehicles traveling west by direct Ite must pass throigh Oineyville Square in 
the downtown area as there are few bridges over the railroad tracks which traver 
Providence from north to south. The textile industries and defense indust1 
generate a traffic of 61,000 vehicles per day through this square 


4. Penn-Lincoln Expressway, 67,000 vehicles per day 


an access facility between downtown Pittsburgh and the suburban art 
yurgh airport, the steel mills and other industries and the Pennsylvai 


i 
he airport by the Army The steel and other industries 
ogether with ps ‘nger traffic 67,000 vehicle movements per d 


tT 


» airport is expected to reach 25,000 vehicles per day. 
essway, 110,000 vehicles per day 


s expressway provides a connection for the eastern extension of the Pent 
vania Turnpike h the heart of Philadelphia, over the industrial highway w 
the southern suburbs and lower Delaware River industrial area, and Over 
Roosevelt Boulevard extension with the upper Delaware River industrial ar 
Highway transportation will be able to move expeditiously from the Philadel 

Yard and the numerous central city industrial plants to the Pennsylva 

nee westward to Pittsburgh and On west. Daily use of tr 
in lower Schuylkill Valley will reach 110,000 vehicles. 


eveland, Ohio, 38,570 vehicles per 


’ i 


ects with an innerloop serving the downtown and cent 


‘leveland, including railroad terminals and docks. Indu 
generates an average Of 38,570 vehicle trips per day. 


Terminal Project, La., 12,000 vehicles per day 


Chis project is an integral ‘t of the railroad consolidation program Of 
city of New Orleans, and all rail passenger traffic into and out of New Orlea 


i 
will pass Over the structure Failure to complete this structure On time 


iT 


prevent completion of the union passenger terminal program and seriously in 
fere and delay passenger traffic, troop movements and interchange of fr 
between the nine railroads now serving New Orleans. Work has necessita 
breaking of the main trolley loop in the city requiring passengers to walk act 
construction area to complete bus or trolley travel. Present excavation, if 
open, 1 ntail excessive cOst to keep it dry and will be a serious hazard 
persons living in neighborhood, shoppers and the Kansas City Southern Railr 
line which forms One side of excavation. Traffic is in the neighborhood of 12 


vehicles lay and streetcars Operate On a 2)2-minute schedule. 
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Congress Street Ex} res 

This is a major link in the arterial s\ 
will not Only accommodate passenger vehicles, b 
transit, including a rapid transit rail facility carrvil 
workers to and from work daily Industrial a 
100,000 vehicle tr » r f over tl ' 


pre ype a 


present, heavy trat must travel! narrow 
lelay and tie-up of operating vehicle Traffic 


av near san Jose to more than 60.000 r day 


Washington- Baltimore 
tie the Nation 


Workers 


are 
steel 
facilities. Baltimore 
xpressway is the principal means 
and Baltimore in one directior 
thousand vehicles per day will u 
oP High-Level Bridae, Buffa 0, 
The high-level bridge across 
together with its free-fl 
ndustrial bottlenecks: in that 
the only shore line entrance to Buffa oO 


equently and for long periods 


o which it now connects 
irg, Blasdell, areas with 1 
Harbor which is the farthes 
Lakes shipping from such 
project is ¢ 
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MARITIME ADMINISTRATIO 


nora im 
Solicitor, Departm« 
Deputy Maritim 

ject: Activities under autt 
accordance with vour re 
wing report on the activit 
rity of the Defense Product 
tober 195] 

this report, items 1, 3, an 
{1 under part I in 
nation requested in items 


respe ctive ly, of the report. 


I. PROGRAMS AN 


e Maritime Administration con 
Defense Productior \ct I 


and delegations: 


rmination of requirem 


of cargo moveme? ts a? 


ider this program, 469 vovages 
completed during the per od March thro 


Th 
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The Maritime Administration maintains liaison with port authorities and the 
ipping industry on port matters, and with the Defense Transport Administra- 
mn, Office of International Trade, Department of Defense, and other Government 


vencies through representation on interagency committees 


Il, CITATIONS OF AUTHORITY 


The Maritime Administration derives its authority to conduct the 
rograms as follows: 
1. Defense Production Act of 1950, Public Law 774 
approved September 8, 1950 
2. Executive Order 10161, dated September 9, 1950 
Executive Order 10193 dated Septembe r 16, 1950 
Executive Order 10200, dated January 3, 1951. 
. Defense Production Administration delegation No 
195] 
6. Executive Order 10219, dated February 28, 1951 
7. Delegations to the Under Secretary of Commerce 
DO 128 (amended), effective August 6, 1951, and 
amendment 1, effective August 3, 1951 
8. Delegation to the Maritime Administrator from the Under Secretary 
of Commerce for Transportation; DO 128, supplement 1, effeetive March 
13, 1951; DO 128, supplement 2, effective May 24, 1951; DO 128, supple- 
ment 3, effective June 7, 1951; and DO 128, supplement 4, effective J ily 
L951. 
9. Statement of organization and functions of, and delegations t¢ 
Maritime Administration, DO 117 (amended), effective April 24, 195] 


i i 
I -_—— 


aAbDOVe 


norese 
yress, 


Ill. INDUSTRY ADVISORY COMMITTEES 


The Tanker Requirements Committee was established by the Maritime Admin- 

ration to assist in the administration of the voluntary plan for the contribution 
tanker capacity for national defense requirements. The members of this 

mmittee were appointed by the Maritime Administrator in accordance with 
standards of section 701 (b) (ii) of the Defense Production Act of 1950 and 

present independent small and medium as well as large business enterprises in 
tanker industry This committee is not utiliz v any other agency. 

Che Maritime Administration also ul IZCs he I) lustry Ady SOTY ; mmittees 
the Defense Production Administration, National Produetio 

fense Transport Administration 


IV PERSONNEI 


As of Oetober 1, 1951, there were 94 classified emplovees on duty in the organi- 


| AULLY Lui 


ynnal components of the Maritime Administration which are responsible for 


conduct of defense activities under the Defense Production Aet of 1950. 


i 
these emplovees perform other defense functions as well as peacetime func- 
under authority of the various Merchant Marine : in addition to the 

vities enumerated above, it is not feasible for the M: 
irnish more specific data with respect to personnel assi 
ler the Defense Production Act 


iritime Administration 


igned solely to activities 


Dep il 


104, 763, 762-2. 


CIVIL AERONAUTICS ADMINISTRATION 


DEPARTMENT OF COMMERCI 
Civiz AERONAUTICS ADMINISTRATION 
OFFICE OF THE ADMINISTRATOR, 
Washington, October 6, 1951, 

Solicitor, Department of Commerce. 

n: Aeting Administrator of Civil Aeronautics 
ject: Defense Functions of the Department of Commeres 

response to your memorandum of October 3, 1951, requesting information 
erning the defense functions of the Department of Commerce, submitted 
with is a statement describing the functions and activities of the Office of 


90761—51 15 
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domestic and international, and also friendly foreign air carriers using equipment 
of United States manufacture. In resolving this problem, the Air Coordinating 
Committee established, by formal action on January 5, 1951, an Aircraft Claimant 
Division to assist it in coordinating the civil requirements as presented by the 
several designated claimant agencies (Civil Aeronautics Board, Civil Aeronautics 
Administration, Office of International Trade, and the Economie Cooperation 
Administration). There is attached a copy of ACC document 1/39.1A and 1/39.1 
entitled ‘Establishment of Organization and Procedure to Provide Civil Aviation 
With Necessary Aircraft and Replacement Parts.’’ This paper sets forth the 
terms of reference of the division whereby it coordinates into one complete pro- 
gram, civil aviation requirements of the civil claimant agencies and also provides 
for representation of those departments and agencies having a major interest 
in the subject (Department of Defense through the Army, Navy, and Air Force). 

It is an established policy of the Committee that civil transport-type aircraft be 
produced on an equal priority with similar military type, in order to maintain 
the air carrier operation essential to civilian economy and, in addition, to provide 
a reserve of transport aircraft for the military in the event of an emergency. It 
has recommended to the Defense Production Administration, in furtherance of 
this policy, a production program as exemplified in the C—4 Program for civil 
‘arrier aircraft as set forth in the attached ACC documents 115/4A and 115/4 
revised, 

The committee also recommended as an established policy, subject to review, 
that a production rate of 3,500 non-carrier aircraft per year be authorized for 
essential use in industry, business and agriculture activities (ACC 111/1A and 
111/1 Revised, attached). 

The Defense Production Administration has implemented these reeommenda- 
tions of the committee by issuance of program determinations for the allocation 
of controlled materials to the National Production Authority, through the fourth 
quarter of 1951. 

CuHaARLEs O. Cary, 
Executive Secretary. 


January 9, 1951 Presented by: 
Kxecutive Secretary. 
ACC 1/39.1A 


FiInaL ACTION 


Title: Establishment of an Organization and Procedure to Provide Civil Aviation 
with Necessary Aircraft and Replacement Parts. 
By informal action on January 5, 1951, the Members of the Air Coordinating 
Committee approved ACC 1/39.1, subject to the following amendment: 
On page 3 under RECOMMENDED ACTION in paragraph 3. (a) delete the 
word “Production” in the Ist line and substitute the word ‘‘Claimant’’. 
Distribution: 
MEM 
ALT 
LO 


December 27, 1950 Presented by: 
Executive Secretary. 
ACC 1/39.1 
Title: Establishment of an Organization and Procedure to Provide Civil Aviation 
with Necessary Aircraft and Replacement Parts. 
Reference: ACC 1/39, dated December 5, 1950. 


PROBLEM 


To establish a long-range procedure and organization to handle the problems of 
providing civil aviation with necessary aircraft and replacement parts. 


DISCUSSION 


The Air Coordinating Committee at its meeting of December 11, 1950, con- 
sidered the subject. problem as presented in ACC 1/39, a draft paper, and in the 
draft paper submitted by the Department of Commerce. The Under Secretary 
of the Air Force presented verbally the views of the Munitions Board as contained 
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in a letter addressed to the Under Secretaries of the Navy and Air Force 
the Chairman of the Munitions Board dated December 11, 1950. 

As a result of discussion during the meeting on the various proposals, it ap 
that the Committee was essentially in agreement and it was recommended 
paper be drawn up for approval by the Committee embodying the 
tions of the Munitions Board and of the Department of ( 

As ACC 1/39 contains general background data and 
meeting of December 11, 1950, reflect the general 
not review the background material, | 
mendations for 
providing civil 

It is desirable 
the civil claimant 
by all claimants 
activity of col 
objective 
coordit aé 
cons 
amons 
and experience 
that the CAA ¢car 

Accordingly, the proced 
the * Coordinating Con 

agent of the National 

n requirement 

Coordinating Committee 

civil aviation, both U. S$ 
action taken by the Air Coordinati: 
for its guidance in authorizing 
This authorized program woul 
of the Munitions Board with civ 
the Munitions Board as well : 
(form rly the Aircraft Sched 


Soard as may be appropriate. 


It is recommende 

1. The CAA staff 
essential requirements fe 
users On & unlit basis, time 
times cover a future 
will also forward to the C 
parts necessary for the support of essenti 
quarterly basis for an advance period of 

(a) In the case of foreign requiren 
and Economic Cooperation Administration a 
ordinate these requirements with the Departmer 
thev are in consonance with United States for 

b) U. S. requiremet ts for 
CAB to the CAA staff. 
These essential civil requirements 
those essential requirements for which the 
mitted to the Air Coordinating Committee 

3. It shall be the responsibility of the ACC to 
presented in order to recommend to the NPA o1 
essential civil aviation needs, 

(a) To assist the ACC, on 


9 


the claimant agencies, shall abl 

ship of the NPA. These departments and 

in the Division’s activities sl} 
of substantial interest to them. 

4. The Air Coordinating Committee shall transmit. its 
mendations to the National Production Authority for the k 
authorizing defense orders or directives which may be necessary 
program. The NPA will initiate such necessary delegatior 
memoranda to the Department of Defense (Munitions Board 


tall be permitted 


t 


msor és 
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nitions Board et ider such , aut ritv as the NPA 


egratt program 


claiming 
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c) Economic Cooperation Administration This claimant agency state 
that the justification submitted by the Philippine Air Lines in their effor 
to secure priority assistance for the new civil aircraft required, compriss 

following 

Detailed studies indicate that the Convair 340 is best suited fi 
ic operations in the Philippines. Operating conditions in the Philiy 
1 that the features of the Convair 340 make it the most acceptab 
he islands 
] 


island travel has i 


mode rl tvpe 


FINAL ACTION 


lest for DO Priority Rating Assistance rC lidated Vultee Aircras 
v for eight CV—340 aircraft; Douglas Airer ompany for fi 
ireraft: Lockheed Aircraft Company for sixteen L—1049C air 

and Sikorsky Aircraft Company for two S—5/ raf 
ant Division by formal action : meeting of Septembe 
behalf of the Air Coordinating Committee ACC 113/2 a1 
incorporation as part of ACC 115/4A (as attachment A 
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os 


covering the justification of new civil carrier aircraft on order for domest 
under the C—4 program. 
Distribution: 
MEM 
ALT 
LO 
ACD 


Presented | 


September 11, 1951 


Title: Request for DO Priority Rating Assistance by 
craft Company for eight CV-—340 aircraft, Doug 
for five DC—6B aircraft, and Lockheed Aircraft 
L—-1049C aircraft. 

PROBLEM 


To coordinate through the Aircraft Claimant Division the requests of ( 
dated Vultee, Douglas and Lockheed Aircraft Companies for DO priority 
assistance with respect to production of eight CV—340, five Dé 
L—-1049C aircraft. 

SION 

Aircraft now under firn f which the 
within the C—4 program a1 
are as follows: 


American 
Delta 

Eastern 
Mid-Continent 
National 
Northeast 
United 


Total 


Of these aircraft the tv additio1 340’s sche 
Continent, one each in July and ig 1953 and the 
aircraft scheduled for de ti 
‘ussed and justified tog r with vair aircraft 
carriers in our justification for the « air carrier part 

The two additional 
July 1953 were discuss 
half of this order 
delivery within the 


IS OOO seat-r 


4 
} 
t 


30 
duced v these 
Jeita 


1 
rea a 


One of the ( lied 
1953. This is in to nin 340 previously orde 
the C-2 and C-3 progran Tl total of ten CV—340 would st eave | 
mile deficiency in 1953 fo a of 332.884.000 and 1954 365.816.000 seat 


with a capacity deficit ‘herefore the air em amp 


pre- Korean 
carrier can ¢ 
of the DC-6B 
iarv 1953 
the propos 
au the pressure of in 
emergency and National Defense Mobilization inci 
senger load factors have risen from 76.54% 
This has given the carrier gre: 
civilian and defense traffic 


has therefore decided to chs 
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OB aircraft 
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Kteer! LO4AOE i} onste ation aircra 
you \ igust uri septembe four in Ocetober 


I previou 
Mr. Nvrop 
ice Pr 
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Informat ion concerning me 


airplanes in service is attache 
heed 1049C aircraft 


the critica 
traffic 


unecol ( 
1>¢ t aircra 
from Trans 
leased fron 

States Na 
fron 


for 
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Presented by: 
September 11, 1951 Civil Aeronauties Board. 


ATTACHMENT A-1 To ACC 113/2 


Title: Request for DO Priority Rating Assistance by Sikorsky Aircraft Company 
for two Sikorsky S—55 aircraft. 


PROBLEM 


lo coordinate through the Aireraft Claimant Division the request of Sikorsky 
Aircraft Company for DO priority rating assistance with respect to production 
f two Sikorsky S—55 aircraft. 
DISCUSSION 


Los Angeles Airways requests priority assistance for Sikorsky Aircraft for the 
roduction of two S-55 helicopters not presented for approval in previous pro 
These are scheduled for delivery one in November 1951 and one in 

952. They are being made available through special arrangement between 
ngeles Airways, the military and the manufacturer. In view of its early 
scheduled delivery date it is doubtful whether additional material will be required 
or the first aireraft. The second may require some assistance in securing ma 
In any event it is our view that all civilian aircraft on firm order should 
ided in the C—4 program. 

has been demonstrated in previous presentations to the Division that their 
exists an acute seareity of civilian helicopters. Recent traffie trends show an 
increase in Los Angeles Airways’ traffic. Los Angeles has been certificated to 
carry passengers, freight and express as well as mail which will greatly expand its 
capacity requirements. In the light of the foregoing it is the finding of the 
Board that these aircraft are necessary and can be economically absorbed into 

the carrier’s operations. 

RECOMMENDATIONS 


1 


the basis of the foregoing considerations, it is recommended that the two 
Sikorsky S—55 helicopters for Los Angeles Airways be included in the C—4 program 
for immediate priority assistance to the extent necessary. 
Distribution: 

MEM 

ALT 

LO 

ACD Action 


1951 Presented by: 
Secretary, Aircraft 
Claimant Division. 
ACC 111/1A 


FINAL ACTION 
of Critical Materials for the C-4 Program (Non-Carrier Air- 


( Claimant Division by formal action at its meeting of September 
approved on behalf of the Air Coordinating Committee ACC 111/1 

d and attached 
vision deletes from page 3 the first paragraph relating to separate engine 
propeller schedules, and adds items 2 and 3 under the heading of ‘‘Recom- 


L11/1 revised 
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** NON -CARRIER AIRCRAFT INCLUDED IN THIS SCHEDULE FOR CONVENIENCE IN H 
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APPROVED BY: AIRCRAFT CLAIMANT DIVISION ON BEHALF OF 


)LING AIR COORDINATING COMMITTEE, 9-12-51 


4 PROGRAM 


, ACC 115/4, (REVISED) 


EXHIBIT "A' 
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September 12, 1951 Presented by: 
Civil Aeronautics 
Administration. 
ACC 111/1 (Revised) 


Title: Allocation of Critical Materials for the C—4 Program (Non-Carrier Aircraft 
Reference: ACC Memorandum 52, dated December 5, 1950 
Minutes, ACC Meetings: December 5, 1950; January 23, February 
14, May 17, and July 19, 1951 
ACC Papers 111, 111/A, 111 B, 111/C, 111/D, 111/E 


1 


PROBLEM 


To review the production achievements in the civil non-c: 
since approval of the 3500-plane minimum annual production level; to consider 
the current C-—4 contemplated production program. 





DISCUSSION 


In accordance with an Air Coordinating Committee directive (Minutes, | 
ary 14, 1951), which required that the Civil Aeronautics Administration conti 
the study of the priority assistance needs of the non-carrier industry o 


basis of essentialitv, together with the establishment 











oT & | g-term “al 
after consultation with the military, the Civil Aeronauties Administration pr 
sented memorandum ACC 1111/1] lated June 22, 1951, to tl Con 
consideratior 

On July 19, 1951, the Air Coordinating Committee approved the produc 
of non-earrier civil aircraft on the basis of a minimum produc f 3500 plat 
annually. 

A recommendation based upon the above approval and req ting t illoe 
tion of controlled materials which would be required to tl roduc 
goal, was forwarded to the Defense Production Administratio S 
Program Determination No. 53, issued July 31, 1951 va led, } 
materials that closelv approximated stated requirement 

Non-earrier aircraft manufacturer tatements sul tte ynne 
the C-4 program outli of desired future product lis 1 that 
anticipate i deliverie during the first thr quarter of 1951 tota 
non-ecarrier aircraft, and that, on the average ’ 
approximatir r 50 percent of availa pliant capacit \ tine I 
1951, schedule ea for the produet ‘ leliver f 78 
that the 195] prodaductio Cal Tt Or to ¢ 1A thie pp! é PAO ! 
this eategory produced during 1950 

It it this reduced 1 ‘ ! 
mater during the fir uf of 1951: d ; . 
tion was restricted by f | ‘ of 2500 i 
rate wl ich was imposed upon tne 1 rv the \ ( 
during the period the long-term program was under 

The current schedule (C—4), a \ as ti sched mi Liat p 
(C-3), both ant that the yproved minin i f 3500 
carrier aircraft wil 1 } 1 f iired 





ash nae 
such proauction 


In preparing the C—4 program, manufacturers of the airframes were asked to 





give this claimant agency assurance sent over plant capacity 
adequate to manufacture the numbe1 s requested by them for inclu 
in the C-—4 program. With the exce] the Bell Aireraft Corporati 
manufacturers advised that such capaci manufacturing « m-cari 
aircraft did in fact presently exist and would, to the best of ir knowledg 
continue to be available. In this connection, it is interesting to note that th 


total requested production goal requested by these manufacturers for the period 
covered by the C—4 program came to approximately 4550 non-carrier aircraft 
which is roughly 30 percent over the Air Coordinating Committee’s approved 
production rate. These requests have since been thoroughly sereened and 
reduced to the schedule presented herewith for study and approva 
It may be well to point out that the sereened schedules of individual manu- 
facturers coming within the C—4 program coincide closely with those schedules 
outlined in the preceding C-3 program with the following exceptions 
(a) Aeronca: Manufacturer advises that increased military contracts m: 
a curtailment of civilian-destined aircraft a necessity Accordingly 
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h. Fixed-base operations 


Civil defense work and disaster 


j. Civil Air Patrol 
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BUREAU OF THE CENSUS 


Report ON ACTIVITIES OF THE BUREAU OF THE CENSUS, UNDER AUTHORITY OF 
THE DEFENSE PrRopuctTIoNn Act, From OctToBER 1950 To OcroBER 1951 


1. The Bureau of the Census is performing special statistical services and con- 
ducting surveys relating to the Defense Production Act for the following agencies: 
National Production Authority 
Defense Production Administration 
Production Marketing Administration 
Defense Minerals Administration 

2. These services and surveys are conducted under authority of section 601 of 
the Economy Act, which authorizes the performance of services for other Federa)] 
agencies by reimbursement or advance of funds from the requesting agencies 
The Bureau of the Census is specially equipped with existing statistical facilities 
including a field organization, a large machine-tabulation organization, special 
mailing lists, and a staff of trained statistical technicians. Use of the existing 
census facilities makes it less necessary to establish temporary and duplicative 
facilities to deal with emergency data collection and results in a more economical 
operation from the standpoint of the Government as a whole. 

3. The services performed for the several agencies are summarized below by 
agency: j 
National Production Authority 

The Industry Division engages in three types of statistical activities as collecting 
and compiling agent of the NPA. 

a) The Division conducts surveys on the operations of specified groups of 
manufacturers. Some of these, as in the case of burlap or cotton duck, are one 
time surveys to inventory an existing situation, but most, as in the case of the 
monthly steel, copper, aluminum, and plywood reports and the quarterly report 
of metalworking-plant operations, are repetitive. The tables provided by the 
Census Bureau constitute the factual background for policy determination and 
operatiops of the NPA. There are now being conducted 28 such surveys for 
NPA 

») The regular surveys of the Industry Division issued for publication, as the 
Facts for Industry series showing the current production and related data for 
important commodities, have been modified to meet the specific administrative 
needs of NPA, These changes generally have taken the form of (1) increased 

additional information about a commoditv such as a break 
of shipments as to defense-rated or unrated, or (3 increased frequency 

e Division has modified 17 surveys, including those in such fields as lumbe 
p and paper, chemicals, and foundries, at the request of NPA 

1 
1 


a] 
pul} 
(c) Special tabulations and analyses have been made of NPA applicatior 


forms. Applications of manufacturers for steel, copper, and aluminum under thi 


Controlled Materials Plan have been tabulated by the Industry Division for th« 
guidance of NPA and DPA in determining how much of these materials wa 
requested in total and by class of product so that appropriate rates of allotment 
could be set. Special tabulations of these applications have also been used i: 
establishing which applications should go to field offices of NPA and which t 
Washington. 
Defi rLS¢ Prod iction Administ ‘ation 

The Census Bureau conducts quarterly surveys of progress on facilities expan 
sion, the first of which covered the first quarter of 1951. The Division also prepar 
listing and progress reports of applications for certificates of necessity to be used 
for tax-amortization purposes and of the progress made in processing thes 
applications. In addition a number of special listings and tabulations have bee: 
prepared for congressional committees and individual Members of Congress. 
Production and Marketing Administration 

Modifications of existing programs also have been made for the Productio: 
Marketing Administration, Department of Agriculture. The collection of 
manufacturers’ and dealers’ wool stocks information has been changed in frequency 
from an annual to a quarterly basis. Base-period data on factory production, 
consumption, and stocks of castor oil were collected and assembled as a special! 
survey coordinated with the existing Census monthly animal and vegetable fats 
and oils program. Special listing tabulations and copies of individual plant 
returns from the monthly fats and oils survey have also been provided. 





REPORT OF JOINT COMMITTEE ON DEFENSE PRODUCTION 235 


Defense Minerals Administration 

For the Defense Minerals Administration there are being prepared weekly 
tabulations showing preliminary figures on imports of certain minerals. This 
report will be prepared under present arrangements through the period ending 
November 9. 

4. The surveys conducted under the authority of the Defense Production Act 
mentioned above are primarily repetitive in nature, tabulations requested by the 
sponsoring agency having generally been provided regularly. As in the case of 
surveys included in the Census’ own program, these have at times presented some 
difficulties in their initial stages or at times of major revisions. 

5. The Census Bureau does not have special advisory committees for these 
programs, but conducts them in accordance with the specifications of the requesting 
agencies. 

6. The number of classified employees presently assigned full-time to the above 
programs are 385 clerical and 6 professionals. 


INDUSTRY EVALUATION BOARD 


OcTOBER 5, 1951 
Memorandum 
To: Mr. C. Dickerman Williams, Solicitor. 
Attention: Mr. K. F. McClure. 
From: Kurt E. Rosinger, Chairman, Industry Evaluation Board. 
Subject: Request dated September 28, 1951, from Senator Burnet R. Maybank, 
Chairman, Joint Committee on Defense Production. 

Pursuant to your request of October 3, 1951, I am submitting herewith infor- 
mation concerning the Industry Evaluation Board, Office of the Secretary, for 
use in replying to the letter of September 28, 1951, to Secretary Sawyer from 
Senator Burnet R. Maybank, Chairman, Joint Committee on Defense Production. 


1. Program 
In the interest of strengthening national security, the Industry Evaluatio 
Board was established as an essential part of an industrial-security program for 


Government and industry. Because it is impossible and unnecessary to give 
security guidance and supervision to all industrial facilities of the United States, 
the Industry Evaluation Board is undertaking the selection of industrial facilities, 


= 
for 


and their supporting economic resources, which are key to the defense ef 
The Board screens industrial resources, identifies key defense facilities by the 
contributions to the manufacture of munitions or ¢ ntial civilian product 
reports such findings to the appropriate Federal age f 
and supervision against such hazards to production as 
fire; and sabotage, espionage, and other subversive 
Secretary of Commerce and*other officials and agencies with in 
and recommendations related to the security of national-de 
resources. 
2. Legal authority 

(a) Presidential directive (classified “‘Secret’’) pursuant to recommendations 
by the National Security Council under the National Security Act of 1947, as 
amended; Defense Production Act of 1950, and Exectitive Order No. 10161, 

(b) Department of Commerce Order No. 129, effective January 10, 1951, copy 
of which is attached. 
S. Coope ration with othe r agencies 

(a) This is an interdepartmental Board consisting of representatives of the 
Departments of Commerce, Defense, and Interior; the Atomic Energy Commis- 
sion; the National Security Resources Board (observer); the Defense Production 
Administration (ad hoe); and occasionally other agencies on an ad hoc basis. 


(b) Under the Presidential directive, any agency which can assist the Industry 
Evaluation Board by providing requisite economic or other industrial information 
is required to do so. The Industry Evaluation Board relies upon the National 
Production Authority, the Defense Production Administration, the Department 
of Defense, the Atomic Energy Commission, and other agencies for the factual 
data upon which the evaluation of key facilities is made. 

(c) Agencies which are responsible for industrial security guidance or super- 
vision rely upon the Industry Evaluation Board to inform them as to which 


90761—51- 16 
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cilities are of such significance to defense as to require special securit 
and supervision In eddition, the Board has responsibility to perf 
services, many of which have already been requested by Federal agenc 
the application of the Board’s facility ratings to plans, decisions 
cerning: allocations cf materials for facility construction; alloceti 
i equipment for the protection of economic resources; certific: 
ms Of publie utility services; manpower and selective sery 
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SUMMARY OF PERSONNEL (BY BUREAUS) ENGAGED IN DEFENSE PRopvucTION Acr 
ACTIVITIES 

Bureau of Public Roads: 

District of Colu.nbia: 7 full time, 8 part time (approximately 65 percent). 
Field: 20 (division offices) 48 (district offices, 1 per State). 

Office of International Trade: 50 full time. 

Bureau of the Census: 385 clerical, 6 professional. 

Maritime Administration: 94 occupied substantially on Defense Production Act 
program. 

Office of Field Service: On October 1 the total field personnel was 1,808 of whicl 
1,459 were covered in the item ‘Salaries and expenses, defense production 
activities, Department of Commerce,’’ and 349 were covered by the appropria- 
tion ‘‘Field Office Service, Bureau of Foreign and Domestic Commerce, Depart 
ment of Commerce.”’ Among the 1,459 employees paid from the ‘Defense 
production activities’? appropriation, four are compliance commissioners who 
are on a WAE basis. Ail those paid from this appropriation work entirely on 
National Production Authority and Defense Production Administration 
functions. Those on the Bureau of Foreign and Domestic Commerce payroll 
have a dual responsibility. They execute the field programs of the constituent 
units of the Bureau of Foreign and Domestic Commerce and are responsible 
for the supervision of all activities in connection with the National Productior 

uthority field program 

Civil Aeronautics Administration: 23 full time. 

Office of Transportation: 18 (including 7 WOC and 3 WAE), 

Industry Evaluation Board: 20 (including 1 WOC 

Air Coordinating Committee: 2 full time. 

Nott Unless otherwise stated, the above personnel are classified employees 
Unless otherwise stated, the above personnel are engaged full time in Defens« 
Production Act activities. In addition, regular personnel of the above bureaus 

the Office of the Secretary are engaged from time to time in such activities 
eta 

‘ 


course of their regular duties. 


GENERAL SERVICES ADMINISTRATION 


GENERAL Services ADMINISTRATION, # 
Washington, D. C., On tober 14, 1951. 

MAYBANK, 
tf (‘ommuttlee on De fense Production 


s Senate, Washington, D. C 
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In com? liar ce with vour request of September 


ith a brief factual summary of operations 
ion under the Defense Productior 


ber 1950 to October L951. 


itted for publication in the report of the Joint ¢ 


n to the Congress. 
Jess Larson, Administrator 


roe GENERAL SERVICES ADMINISTRATION UNDER THE DEFENS 
PrRopucTIoN Act OF 1950 


nt to the Defense Production Act of 1950 (Public Law 774, 8Iist Cong 
‘nt issued Executive Order No. 10161, dated September 9, 1950, whic! 
he Administrator of General Services responsibility with respect t 
aranteeing loans to contractors, subcontractors, and others when nece 
sary to expedite production and deliveries or services under Government contracts 
for the procurement of materials or the performance of services for the national 
defense 

2. Purchasing and making commitments to purchase metals, minerals, an 

er raw materials including liquid fuels, for Government use or resale (a respon- 
sibility over and above that for purchase of strategic and critical materials for the 
national stockpile now being carried out under other authority) ; 

3. Installing additional equipment, facilities, processes, or improvements to 
plants, factories, and other industrial facilities owned by the United States 
Government, and installing Government-owned equipment in privately owned 
industrial establishments; and 


d 
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4. Disposing of real or personal property acquired under the Defense Produc- 
tion Act of 1950 when it is determined that such property is no longer needed 
for defense. 

The Defense Production Administration was established on January 3, 1951, by 
Executive Order No. 10200, which provided that the Defense Production Admin- 
istrator direct the administration of functions provided for in sections 302 and 
303 of the Defense Production Act of 1950 (relating to expansion of production, 
capacity, and supply) except as to food. Under this Executive order the Admin- 
istrator of General Services was directed to perform the functions delegated to 
him by sections 303 and 304 of Executive Order No. 10161 pursuant to certificates 
of or subject to the approval of the Defense Production Administrator. 

The Defense Production Act of 1950, as amended on July 31, 1951, (Publie 
Law 96, 82d Cong.) removed the limitation on procurement in section 303 (a) of the 
act with respect to the types of materials that could be procured by deleting the 
term ‘‘raw” from the phrase ‘‘other raw materials’’; provided that the period for 
which purchases, commitments to purchase, and sales may be made shall not 
extend beyond June 30, 1962; made provision for subsidy payments under certain 
conditions; and provided for revision of the basis for obligation of the borrowing 
authority under section 304 of the act. 

On August 28, 1951, the President issued Executive Order No. 10281, which 
created the Defense Materials Procurement Agency and delegated to that agency 
certain authority, including authority which had been delegated to the Adminis- 
trator of General Se-vices by Executive Order No. 10161 plus the additional 
authority contained in the Defense Production Act Amendments of 1951. 
Pending organizatioial implementation of Executive Order No. 10281, and to 
assure uninterrupte 1 performance of the funetions conferred upon the Defense 
Materials Procurement Agency or its Administrator, the latter, on September 
14, 1951, delegated the authority contained in the Executive order to each office 
and agency performing, as of September 12, 1951, functions pursuant to Executive 
Orders 10161 and 10200, as amended or modified, and Executive Order 10281, 
which are the same or substantially similar to those functions performed as of 
September 12, 1951, with certain exceptions. 

Operations of the General Services Administration under the above authorities 
are described in the following sections of this report. These activities are coordi- 
nated for the Administrator by the Office of Defense Coordination which maintains 
liaison with other agencies on defense matters. 


GUARANTY OF LOANS 


Authority for the General Services Administration to guarantee loans and to 
finance expenses, losses, and other authorized costs out of the revenues derived 
from the operation of the loan guaranty program is contained in section 301 and 
section 303 (b) of the Defense Production Act of 1950, as implemented by Execu- 
tive Order No. 10161. The guaranteed loan program is generally referred to as 
the V-loan program. Loans may be guaranteed under the above authority for 
the purpose of financing any contractor, subcontractor, or other person in con- 
nection with the performance or termination of any contract or other operation 
vhich the Administration deems necessary to expedite production and deliveries 
or services under Government contracts for the procurement of materials or the 
performance of services for the national defense. 

Through September 30, 1951, the General Services Administration had author- 
xed guaranty of five loans under regulation V of the Board of Governors of the 
Federal Reserve System. These approved credits totaled $2,864,400 against 
which financing institutions had advanced a total of $798,701.76 through August 
31, 1951. As of September 30, 1951, requests for V-loan guaranties had been 
lenied in four other cases and one application was pending. 


ROCUREMENT OF METALS, MINERALS, AND OTHER MATERIALS FOR GOVERNMI 
USE OR RESALE 


Section 303 of Executive Order No. 10161 required a certificate as to the 
ecessity for purchases or commitments, to be issued by the Secretary of the 
terior in respect of metals or minerals or by the appropriate delegate referred 
to in section 101 of the Executive order in respect of other materials, before 
programs could be undertaken for the procurement of particular materials for 
Government use or resale. Executive Order No. 10200 amended section 303 of 
Executive Order No. 10161, to require that such certificates be issued by the 
efense Production Administrator. 
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Recommendations as to the necessity for particular procurement programs have 
beer Minerals Administration and sent by the Secretary 
of the Interior to the Defense Production Administrator. The Defense Materials 
Procurement Administrator, in Delegation No. 1, dated September 14, 1951 
requires that such recommendations for the issuance of certificates shall be 

the Defense Minerals Administration but shall be 
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for construction of a new plant with a capacity of 100,000 tons per vear 
Aluminum & Chemical Co. at New Orleans (Chalmette), La. 

Raubbe r program, This program is based on | ance ol De cember Z 
by the Administrator of the National Production Authority, of the ce 
required by section 303 of Executive Order No. 10161 2) allocation of fund 
the President, on December 29, 1950, in the amount of $150,000,000 (later 
creased to $200,000,000) to serve as a revolving fund for purchases of raw mat 
rials such as rubber and latex; (3) issuance, on December 29, 1950, b 
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market price of the producer and for installation in Government-owned or priv 
ately owned plants. 

Through September 27, 1951, the General Services Administration had for 
warded to machine-tool manufacturers a total of 89 contracts and amendments 
covering 44,291 machine tools having a catalog value of $609,597,969, of which 
total 4 contracts and amendments thereto covering 1,299 machine tools with a 
catalog value of $25,937,076 had been rejected, and a total of 39 contracts and 
amendments thereto covering 5,569 machine tools with a catalog value of 
$240,140,086 had been executed by contractors. 

In view of the urgency for increased machine-tool production, this Administra- 
tion is prepared to lend essential machine-tool manufacturers, their subcon- 
tractors and suppliers all possible assistance in financing production through 
V-loan guaranties. ‘Those manufacturers whose production is determined by 
the National Production Authority to be essential and substantially earmarked, 
either directly or indirectly, for national defense, will be considered eligible for 
V-loans to finance their current production. Inasmuch as substantially all ma- 
chine tool production is now or shortly will be earmarked for defense contractors, 
defense supporting industries, or foreign governments under mutual assistance 
programs, this Administration will not require a borrowing formula which limits 
borrowing on the basis of a segregation of defense production contracts from 
“civilian orders.’’ A machine-tool manufacturer need not have a direct machine- 
tool pool contract with the Government in order to qualify for such a loan, pro- 
vided the National Production Authority determines such cases to be essential 
and exceptional. 

In instances where Government-guaranteed borrowing is not a. satisfactory 
method of financing production, a simplified procedure has been established to 
provide for cash advances to manufacturers who hold Government machine-tool 
pool orders up to 30 percent of the amount of the order in the event private 
financing is not available on reasonable terms. The manufacturer is required to 
pay back such advances as each tool covered by an advance is sold, plus interest 
at the rate of 4 percent per month. Through October 3, 1951, advances in 
excess of $5 million had been authorized on machine-tool pool orders. It is 
recognized by this Administration that advance payments are not appropriate 
in many cases and that the necessary increase in production of machine tools 
cannot be financed solely by such means. Accordingly, the V-loan program 
described above was adopted. 

It is also recognized that the requisite production of machine tools cannot be 
obtained without facilities expansion in the industry. Therefore, in those cases 
where the National Production Authority deems that such expansion will aid the 
national defense, this Administration will, to the extent necessary, guarantee 
V-loans to finance the construction or acquisition of facilities. 

Tungsten program.—A program for procurement of foreign tungsten, including 
ores and concentrates, was initiated by certification, on March 5, 1951, of th 
Defense Production Administrator that it was necessary that this Administra 
tion undertake a program of procurement and distribution of tungsten of foreig: 
origin. 

Purchases of foreign tungsten for Government use and for resale are made i: 
accordance with procedures followed in purchasing for the national stockpil 
Where necessary to provide prompt payment through foreign banks, letters of 
credit arranged through United States banks are employed. Sales of foreig: 
tungsten to industry have been made in accordance with allocations by the De 
fense Minerals Administration of the Department of the Interior and the Nationa 
Production Authority. 

Through September 30, 1951, a total of 5,770,251 pounds (tungsten meta 
content) of foreign tungsten has been purchased by this Administration. Of 
this total, 487,006 pounds were sold to industry, 1,544,026 pounds were in i: 
ventory at the end of the period, and the balance of 3,739,219 pounds was being 
procured under contracts for future delivery. 

A program for domestic tungsten was initiated by the certification, on Marc! 
30, 1951, of the Deputy Administrator for Resources Expansion of the Defens« 
Production Administration that it was necessary that the General Services Ad 
ministration purchase all domestic tungsten, meeting certain specification re- 
quirements, at $63 per short-ton unit, dry weight, of contained tungsten trioxid 
offered and delivered during the fiscal vears 1952 to 1956, inclusive, f. o. b. publi 
carrier’s conveyance, less penalties imposed. 

The domestic program was established by GSA Tungsten Regulation; domesti: 
tungsten program, dated May 10, 1951. It is expected that the bulk of produ 
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tion will not have to be taken by the Government but will be absorbed by industrial 
use. The operators of concentrating plants participating in this program agree to 
purchase or process suitable tungsten-contained ores offered to them by independ- 
ent miners to the limit of the capacity of their plants, in excess of that require 
for their own production, and on fair and equitable terms and conditions (inelud- 
ing prices). 

Manganese program.—Pursuant to certification from the Defense Production 
Administration dated June 20, 1951, two purchase programs were begun on July 19, 
1951, under which the General Services Administration will purchase manganese 
ore of domestic origin meeting specified requirements \ maximum of 6,000,000 
contained long ton units of manganese will be purchased throug 
and Phillipsburg, Mont , and another 6,000,000 long ton units t 
Deming, N. Mex. The purpose of the program is to stimulate producti 
from marginal and submarginal sources. As of October 1, 1951, 

200 requests to participate in the program had been ree 

Magqnesi im program.——-On June 20, 1951, the Defense 
tion authorized a program for the purchase and resale 
established a revolving fund of $20 million to finance the progra n July 27 


af 


h depots at Butt 


hrough a depot 


1951, the program was modified to provide for resale of magnesium to industry at 
ceiling prices upon advice of the National Production Authority, to meet defense 
orders only during the period July through December 1951 An allocation for at 
additional $3,550,000 was authorized to cover the estimated loss on suc! f ; 

Reactivation of six of the seven magnesium facilities in the National Industrial 
Reserve under the jurisdiction of the General Services Administration has been 
directed by the Munitions Board. Five plants are now in partial production and 
the sixth plant is scheduled to go into production in November 1951. The plant 
not being reactivated is to be maintained in the highest state of readiness permitted 
under available funds. As of September 30, 1951, reactivation of the six facilities 
was 85 percent complete. By that time the output of the facilities had augmented 
the total supply of magnesium to the extent required to meet industrial require- 
ments. Expansion of the output wil) permit transfers to the stockpile 

Reactivation of the magnesium facilities and of the nickel plant referred to 
below, is being conducted under the National Industrial Reserve Act of 1948, and 
is being financed from the $26,000,000 provided for under two supplemental ap- 
propriation acts of 1951 (Public Law 848, 8lst Cong., and Public Law 45, 82d 
Cong.) 

Titanium progran Pursuant to certification of July 18, 1951, from the Defense 
Production Administration, a letter agreement has been executed with the 
Titanium Metals Corp. providing for production and sale of approximately 3,600 
short tons of titanium sponge per year for 5 vears, subject to certain termination 
provisions. An advance payment is being made to construct additional facilities 
required under the contract, the advance to be repaid on the basis of poundage 
payments for titanium produced, The Government has an option to take a 
specified quantity each 3-month period during the life of the contract and is 
committed to take a limited quantity from the additional facilities not disposed 
of either to the Government under the option or through commercial outlets 

Heretofore, the production of titanium in this country has been almost negligible, 
and much of the small quantity produced has been used for further research. 

On August 30, 1951, the Defense Production Administration authorized a 
program involving purchase and resale of titanium, based on a maximum inventory 
(purchases less sales) of 1 million pounds of titanium. Purchases by the Govern- 
ment are to be at the market price or $5 per pound, whichever is lesser. Titanium 
purchased under the program is for ultimate use by contractors in producing 
military items, 

Nickel program.—On July 11, 1951, the Defense Production Administration 
certified as to the necessity for purchase of 3 million pounds of nickel at an esti- 
mated cost of $0.56 per pound for sale to the national stockpile or for resale on 
advice of the National Production Authority to meet requirements of defens« 
orders. 

By direction of the Munitions Board, this Administration is reactivating the 
Nicaro Nickel Plant, Oriente Province, Cuba, which has been held in the national 
industrial reserve. This facility, which was built by the Reconstruction Finance 
Corporation during World War II, is being rehabilitated at a cost of approximately 
$7,900,000. The facility has a rated capacity of 32 million pounds per year and is 
scheduled to be in production early in 1952. 

Other programs.—In addition to the commodity programs discussed above, the 
General Services Administration, in response to certificates issued by the Defense 
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Production Administration, is engaged in purchasing or negotiating commitment 
for the purchase of other metals, minerals, and materials, including cobalt, copper 
se, molybdenum, zine, lead, fluorspar, graphite, and iron and steel scray 
s consummated prior to October 1, 1951, included three contracts for 
two contracts for zinc, and one contract for manganese. 

‘ontract with the Volean Mines Co. of Lima ,Peru, provides for export 

United States from the company’s mines at Ticlio, Peru, of approx 

54,000 tons of zine concentrates. \ letter contract with the Vinegar H 

for the production of zine from additional mining facilities 

at the company’s property in Wisconsin 


etter contract with the Copper Cities \lining Co. covers prod ection al 
99 


n Ol approximately 22 500 tons of refined copper per vear from ore mined 1) 
a County, Ariz \ letter contract with the North Butte Mining Co. pr 
for production of approximate ly 7,000,000 pounds of cement copper annua 
rranite Mountain Mine, Butte, Mont \ letter contract with Phelp 
provides for the production and disposition of 76,500,000 pounds 
! to be derived from ore mined at the Bisbee East Orebod 
International Mining Corp. and Denver Equipme: 
production and sale of 50,000 tons of mangane: 


H 
EQUIPMENT’ 
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° 
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ommerce in Departme 7 On ul 
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Mav 24, 1951, under which the Administrator of Genera if 
imant before the nse Production Administration, wit 7) 
f Federal agencies not covered otherwise for commor : 
GSA Stores Stock Catalog and procured under Federal supp 
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INDI TRY ADVISORY COMMITTEES 


lustry advisory committee has been formally established by tl ul 

yn in connection with its operations under the Defense Producti I 
‘committee, comprised of 18 members and representing both large of 

d small consumers and distributors, was established earlv in 1951 for advice Ce 
i assistance relative to conduct of the rubber program Che advice of industri re 
cited informally in connection with other programs In seeki wi 
ce and recommendations, this Administration has complied wit se 
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certain requirements contained in section 701 of the Defens« 

and standards prescribed, to minimize the possibility of violation 

laws, by the Deputy Attorney General in his letter to the Administrator 
October 19, 1950, and has made every effort to avoid the improper practic 
Government departments and agencies which have come to the attentior 
Attorney General and which are set forth in the letters ; 


13, 1951, from the Assistant Attorney General 


PERSONNEIT 


\s of September 30, 1951, 341 persons were emplo 
Defense Productior \ct this 1 imber, 313 
vere WAE ¢ mpiovees and i as a WOC emplove 


FEDERAL RESERVE SYSTI 


BoARD OF GOVER 
Fr EDERAI 
Wash 
Hou. BurRNetr R. Mayrant 
Chairman, Joint Ce mittee on Defense Product 
l’nited States S ale i ish ngtion, DD. ¢ 


DEAR SENATOR May NK: In response to 
there is attached, for inclusion in the propose: 
Defense Production being prepared pursuant 
Production Act, information relating to the oper: 
inder authority of that act from October 1950 t 

We trust that this will provide the data de 
any supplementary information required 


ery truly vours, 


Crepe riev 
iwhority 
preseribes regulati 
regulations with res 
the extent req ired 
ind (d) the Federal 
wet as fiscal agents of 
Government guaranties 
after consultation with 


procedures to be 1 


Authority for u 
consumer credit, is vested by 
but, pursuant to seetion 703 of : le Xt 
LO1LG61, of September 9, 1950, delegated his ar ith? ect these m: 
to the Board of Governors By virtue of Exeecutiy rders No. 10193, of De- 
cember 16, 1950, and No. 10281, of August 28, 1951, all fune ns delegated by t! 
President under Executive { rele r No 10161 are we rfort i iniect to the lire ection, 
control, and coordination of the Director of Defense Mobilization By Executive 
Order No. 10200, of January 3, 1951, there was established : nse Mobiliz 
Board to advise the Direetor of Defense Mobilization, and the Chairman of 
Board of Governors of the Federal Reserve Svstem is a ver of that Bos 

The specific authority for the real-estate construction credit program 
602 of the Defense Production Act of 1950 and Exeeutin 
authority, however, has been modified by section 203 of ti 
Kighty-second Congress, which amends section 204 of the rg 
of 1947, as amended, and provides in part that real-estate constructi 
controls imposed under title VI of the Defense Production Act of 1950 shall 
relaxed to the extent necessary to encourage construction of | I { 
workers and military personnel in critical defense housing areas. 
section 102 of the Defense Housing and Community Facilities and Service 
1951 (Public Law 139, 82d Cong.) provides for the suspe1 
restrictions under the Defense Production Act of 1950, as 


I 
7 
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to certain lower-priced housing units in critical housing areas. The section also 
permits the President to relax credit restrictions with respect to all other housing 
when he determines that such action is necessary to obtain the production of such 
housing needed in the area. Section 606 of the same act provides for maximum 
down payments in connection with conventional or FHA financing of homes where 
the transaction price is $12,000 or less. 

The specific authority for the V-loan program is section 301 of the Defense 
Production Act of 1950 and Executive Order No. 10161, of September 9, 1950. 

The specific authority for the voluntary credit restraint program is contained 
in section 708 of the Defense Production Act of 1950 and Executive Order No 
10161. 

The Board derives its authority for the consumers credit program from sectio: 
601 of the Defense Production Act of 1950, as amended, which authority is to be 
exercised (in accordance with and to carry out the provisions of Executive Order 
No. 8848, of August 9, 1941) until such time as the President determines that suc! 
controls are no longer necessary but in no event beyond July 1, 1952. Whil 
the Board’s authority to regulate consumer credit is based upon the President’s 
order and may be terminated by the President, Congress has restricted th 
authority by the 1951 amendments to the Defense Production Act which limit 
down payments and maturities that may be prescribed by the Board with respect 
to extensions of consumer credit. 


A factual summary of each program including mention of any cooperative ope ra- 
tions with other agencies. We have your regulations as issued; please do not 
ist them. 

Regulation of consumer credit.--Regulation W was reinstated by the Board of 

Governors, effective September 18, 1950, upon enactment of the Defense Pro- 

duction Act of 1950. Terms believed to be moderate were originally prescribed, 

it being then recognized that a subsequent tightening of terms probably would 
be necessary. Some weeks later, after further consideration of developments 
in the consumer durable goods field and the economy as a whole, the terms of 

the regulation were substantially tightened by an amendment effective October 16 

These terms remained in effect until July 31, 1951, when the regulation was 

amended following the Defense Production Act amendments of 1951. The 

attached table (exhibit A) indicates the minimum down payment and maximum 
maturity provisions of the regulation in effect at various periods from Septetnber 

18 to the present date on each of the different categories of credit covered by the 

regulation. 

The administration of regulation W has been decentralized among the 12 
Federal Reserve banks and their 24 branches which serve the registrants in their 
respective areas. A small regulation W staff at the Board of Governors is respon 
sible for the coordination and supervision of the activity at the Reserve banks 
A total of nearly 180,000 individuals and corporations have registered with the 
teserve banks as doing installment credit business subject to the regulation. 
These include approximately 40,000 financial organizations and 140,000 retail or 
dealer outlets. 

In further aid to uniformity of administration and enforcement of the regulation, 
an enforcement program has been developed which is carried out by the staffs of 
the Federal Reserve banks and their branches. Approximately one-third of all 
registrants have been contacted and examined during the period September 18, 
1950, through September 30, 1951. As a result of the investigations of these 
registrants, a total of 54 cases had been referred by the Federal Reserve banks to 
the Federal Reserve Board for further disciplinary action through September 30. 
Eleven injunctions enjoining further violations have been issued by United States 
district courts, and two administrative hearings which may lead to the suspension 
of licenses are in process. In 15 instances the nature of the violations of the regu- 
lation has resulted in the Board’s referring the case to the Department of Justice 
for action in accordance with section 603 of the Defense Production Act of 1950. 

Wherever the operations of a particular registrant are under the direct super- 
vision of another Government agency, it has been the policy to obtain the coop- 
eration of that agency in connection with the administration and enforcement of 
the provisions of the regulation. The Federal Deposit Insurance Corporation, 
the Comptroller of the Currency, the Home Loan Bank Board, the Bureau of 
Federal Credit Unions in the Federal Security Agency, the Farm Credit Adminis 
tration in the Department of Agriculture, and various State agencies have been 
cooperating by combining with their regular examination of financial institutions 
under their jurisdiction a review of transactions subject to regulation W. 
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Regulation of real-estate credit—Regulation X was issued effective October 12, 
1950. To carry out the objective of restraining the inflationary impact of an 
expanding volume of real-estate credit, the regulation prescribes maximum loan 
values, maximum maturities, and minimum amortization terms for real-estate 
credit. With some exceptions, the regulation applies to the financing of residences, 
multiunit residences, and certain nonresidential structures which were constructed 
after the date of August 3, 1950, specified in the Defense Production Act of 1950. 

The provisions of the Board’s regulation were developed in cooperation witn 
the Housing and Home Finance Administrator, whose concurrence is necessary 
under Executive Order No. 10161 insofar as residential real-estate credit is con- 
cerned, and who is responsible for the issuance of parallel regulations in connection 
with the Government-aided mortgage finance programs. 

As in the case of regulation W, administration of regulation X is decentralized 
among the Federal Reserve banks and their branches. The machinery for assur- 
ing compliance with the regulation was organized nationally through the coopera- 
tive assistance provided by the Comptroller of the Currency, Federal Deposit 
Insurance Corporation, Farm Credit Administration, Home Loan Bank Board, 
and the Federal Security Agency, all of which maintain examining staffs for the 
enforcement of Federal laws and regulations. Examinations of lenders super- 
vised by the States were arranged through various State officials having super- 
vision of such corporations as noninsured banks, insurance companies, loan com- 
panies, State-chartered building and loan companies, etc. Lenders not regularly 
supervised by other governmental agencies are investigated in respect to regula- 
tion X by special investigative staffs in the employ of the Federal Reserve banks. 
As of October 1, 1951, no violations of regulation X have been referred to the De- 

artment of Justice for action in accordance with section 603 of the Defense 
roduction Act. 

Especially because real estate credit had not heretofore been subject to specific 
regulation, frequent and extensive consultation has been held with members of 
the various industries affected by the regulation, and prior to the issuance of the 
regulation and any important amendments meetings were held to which all sig- 
nificant segments of the industries affected were invited to send representatives. 
When the regulation was first issued, the Federal Reserve banks and branches 
held numerous meetings with members of the industries and with the public and, 
through the medium of publications, provided an extensive educational program 
to acquaint persons affected with the provisions of the regulation. 

All registrants have been formally registered in order to determine who ordi- 
narily is affected by the regulation. Such registrations total 42,400, and it is 
estimated that eventually about 50,000 registrations will be made. 

The Housing and Home Finance Agency, the Federal Housing Administration, 
the Veterans’ Administration, and the Federal Reserve System have engaged in 
cooperative research and statistical programs to ascertain the effectiveness and 
equitability of regulation X and the companion real estate credit regulations. 

Guaranty of defense production loans.—The Board issued its regulation V effec- 
tive September 27, 1950, and announced the V-loan program for guaranteeing 
loans made by banks and other lending institutions for the purpose of financing 
contracts and other operations which the authorized guaranteeing agencies con- 
sider necessary for the procurement of materials or the performance of services 
for the national defense. The Departments of the Army, Navy, Air Force, 
Agriculture, Commerce, and Interior, and the General Services Administration 
were authorized to act as guaranteeing agencies under Executive Order No. 10161. 
Subsequently, the Atomic Energy Commission and the Defense Materials Pro- 
curement Administration were also designated by Executive order to be guarantee- 
ing agencies. The Federal Reserve banks act as fiscal agents for the guaranteeing 
agencies, and the Board, after consultation with the guaranteeing agencies, pre- 
scribes fees, rates, and procedures. In addition, the Board acts in a liaison capa- 
city between the Federal Reserve banks and the guaranteeing agencies in the 
expeditious handling of all loan applications, and in determining questions of 
poliey and procedure. The program is patterned after the V-loan program of 
World War II with substantially the same forms and procedures in effeet. 

Voluntary credit restraint program.—The purpose of the making of voluntary 
agreements or programs to restrict the extension of credit pursuant to section 708 
of the Defense Production Act of 1950 is to assist in restraining inflationary pres- 
sures, as part of a broad anti-inflationary program. 

As provided by the act and section 701 of Executive Order No. 10161, the Board 
consulted with representatives of financing with a view to encouraging the making 
of such agreements. These consultations began with a meeting held at the 
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Federal Reserve Bank of New York on December 19, 1950. This meeting, whic} 
was attended by representatives of the American Bankers Association, the 
Investment Bankers Association of America, and the Life Insurance Association of 
America and by representatives of the Federal Reserve Bank of New York and of 
the Board of Governors of the Federal Reserve System, was called by the President 
of the Federal Reserve Bank of New York at the request of the Board of Governors 
in order that there might be discussion and exploration of the possibility of 
voluntary agreements or programs to restrict the granting of credit not needed j 
defense effort 

the result of the discussion at that meeting, a subeommittee was appointed 
ng of two members of each ¢ ciation represented at the meeting, whicl 
; ach of the groups and with Federal Reserve assistance: 

with respect to a voluntary program Or 
‘commendations the group which originally met on December 1! 
eram for voluntary credit restraint at a meeting on February 


in was thereafter approved by the Board of Governors, 
the Attorney General and the Chairman of the Federal 
re juired bv section 7O8 (c) of the Defense Production Act, ar 
ested the approval of the Attorney General to a re quest to financing institt 
g individuals, firms, partnerships, corporations, and other organ 
kind engaged in the business of extencing credit, making loans, 
discounting, selling, distributing, dealing in, or underwriting securities 
act and refrain from acting pursuant to and in accordance with the 
Chis request having been approved by the Attorney General and the 
rman of the Federal Trade Commission having acknowledged consultatio 
that agency, the Board On Mareh Y. LOSI], issue d its request and tl e ( ‘hairmay: 
sJoard, in a memorandum to all financing institutions, urged their coopere 
ion with the program. Letters also were addressed to the American Bankers 
Association, the Investment Bankers Association of America, the Life Insurance: 
Association of America, the National Association of Securities Dealers, and the 
American Life Convention asking that they present the program for consideratior 
their governing bodies and expressing the hope that the Board might receive 
their cooperatior and support in earrving out the program and making 
eTective 
Pursuant t he provisions of the program, the Board appointed a nationa 
Voluntary Credit Restraint Committee, naming one of the members of the Boar 
chairman and four representatives each of commercial banks, insurance com 
and investment bankers. This committee, since augmented by the ap 
ment of two representatives each of mutual savings banks and savings and 
associations, first convened on March 14, 1951, and has met periodical! 
that time. In accordance with the program, the committee has appointed 
embers and alternate members of regional subcommittees covering the group: 
f lenders represented on the national committee, which subcommittees are avai 
le for consultation with individual financing institutions to assist them in de 
rmining the application of the statement of principles of the program with ré 
t-4 cific loans for which application has been made to such financing 
Consultation with a subcommittee is wholly within the discretio 
g institution and the final decision with respect to making or refusir 
any particular loan or loans is likewise wholly within the independe 
discretion of each financing institution, whether or not it has consulted with ar 
of the subeommittees. The subcommittees presently number 43, and, ineludi: 
alternates, their membership totals approximately 375. 


Certain minor changes in the program were requested by tl 


he national committe 
} 


, 
April 1951, and the Board of Governors, having approved 


he changes, obtai 

approval of the Attorney General, and consulted the Chairman of the Feder 

le Commission as required by law, issued on April 20, 1951, a request 
institutions act pursuant to the program as amended. 

in accordan vith authority given it under the program, the nation 

has ued ’ al general bulletins implementit or clarifying t} 

of principles the program These bulletins deal with invento 

financing of business capital expenditures, State and local governme: 

international financing, and loans on stocks ar 

so has is 1 numerous bulletins and memoranda 

ibecommittees regarding general matters relating to the program and relat: 
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A factual statement on the deqree of effectiveness o7 


Requlation of consumer credit It is estimated that : 
total consumer installment credit outstanding amounted 
About three-fourths of this amount arose out of trans: 
subject to regulation W. 

In the Ll-month period from October 1950 through September 
credit outstanding declined $284 million. This deeline 


of $3.8 billion in the 11-month period preceding 


The attached table (exhibit B) shows the mont! 
consumer installment credit outstanding from Jar 
31, 1951. 

Requlation of real estate ] j 
tember 1950, 1,268,000 new housing units wer 
October 1950 to September 1951, 1,043,000 new 


his represents a decline of | 


the 11 months subsequent ti 
months of the precedit go year 
1950 in each month after Mare! 
restrain starts in March 1951, 
ffeet until mid-1951 This was 
mortgage commitments in 
in which a long period is typically 
for financing 
It appears that in the first 8 months of regul: 
but not markedly reduced because of the 
commitments. However, the reduetion ir 
able in March 1951, brought about a relates 
credit in July 1951 feflecting the reduced 
is expected to continue at a reduced rate for 
The relaxed real estate credit terms req 
Community Facilities and Services Act of 
enough to produce observable results 


Guaranty of defense production loar 


30, 1951, the guaranteeing agencies have 
to issue guaranty agreements covering 
000.000. The following table shows 
August 30, 1951, by amount of loan 


Under $25,001 
$25,000 to $49,999 
$50,000 to $99,999 
$100,000 to $249,999 
$250,000 to $499,909 
$500,000 to $999,999 
$1,000,000 to $4,999,999 
$5,000,000 to $9,999,999 
$10,000,000 and 


Voluntary credit restraint prog 
Restraint Committee appraised t] 
the backeround of recent economic 
after released astatement concerning the 
Pertinent excerpts from that statement 
views of the committee ge g tl 
accomplis { ate, 

‘The Voluntary Credi 

dit restraint program 
members of the committ 
economy is very real and that 
less essential credit is approprial 


‘Since the voluntary cred 


a 
flation mes 


initiated as an anti-in 


the background of recent economic 
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possible to measure in quantitative terms the factors that have contributed to the 
lull in general business activity and to the declines in some commodity prices in 
recent months. Doubtless many factors are involved including the apparent 
improvement in the military situation in Korea, some waning of the war psy- 
chology which was so prevalent a year ago, a decline in consumer buying from the 
record levels of the ‘scare-buying’ days, abundant crops of important agricultural 
commodities, increased taxes enacted last year, the imposition of some measure 
of restraint on wage and price increases, and the great productive power of Ameri- 
can industry which permitted the accumulation of record levels of business inven- 
tories. While recognizing the importance of these underlying factors, the com- 
mittee was of the opinion that developments in the credit field, including the 
voluntary credit restraint program, have also made an important contribution 
to the recent easing of inflationary pressures * * *, 

“It is quite impossible to measure statistically the effect of the voluntary 
credit restraint program upon the volume of outstanding bank credit or upon 
the volume of mortgage and security financing, or to guess what might have de- 
veloped in these fields in the absence of the program. The program is only one 
of the credit measures operating during the period, and it must be recognized that 
underlying economic and business trends are of primary importance in determining 
the need for credit. Nevertheless, there is evidence that the program and the 
other credit measures are having their effects. The commitments of the life 
insurance companies have been declining slowly but consistently in recent months. 
In commitments to business firms, declines are evident in commitments for non- 
defense purposes, while some rise is noticeable in the case of defense and defense- 
supporting activities. The commitment data will only gradually show the effects 
of the program, since a large backlog of such obligations was outstanding when the 
program was initiated. 

“The investment banking committees have screened a large number of proposed 
security issues, including corporate and State and local government issues. A 
substantial volume of financing has been postponed as the result of adverse find- 
ings by the regional committees; in other cases, the regional committees have been 
able to obtain reductions in the size of proposed issues before granting their ap- 
proval. While no data are available as to the amounts involved, it is generally 
known that a good many other pieces of proposed financing were dropped or post- 
poned before being presented to the regional committees because of the belief that 
a favorable decision would not be forthcoming from the committee. 

“Tn contrast with the rapid expansion which began in mid-1950, bank loans have 
evidenced little change in recent months, notwithstanding an increase in lending 
for defense. Real estate loans have continued their gradual ascent, but at a 
slower rate than prevailed some months ago. In the case of loans to business, the 
seasonal repayment of loans by commodity dealers and food processors was of 
substantial proportions this spring and early summer. Loans to defense and 
defense-supporting activities have risen rather steadily throughout the year. 
Since the end of July, the volume of business loans has increased, due, in part to 
the beginning of the usual seasonal rise in loans to commodity dealers and food 
processors as well as to a continuing volume of new lending for defense purposes. 
However, loans to sales finance companies have dropped somewhat in recent 
weeks. 

“Tn interpreting these trends in the credit field, it is important to keep in mind 
that the purpose of credit policy in general, and of the voluntary credit restraint 
program in particular, has not been to prevent the use of private credit. Ina 
period when less than 15 percent of the production in the economy is going for 
military purposes, there will continue to be a substantial need for credit to finance 
the civilian economy. The objectives of credit measures are not to prevent the 
necessary and desirable use of credit, but to attempt to stop the use of credit for 
speculative purposes, to channel credit into defense and defense-supporting 
activities, to reduce the credit made available for postponable and less essential 
civilian purposes, and to engender a more cautious and careful lending policy 
on the part of lending officers. The voluntary credit restraint program is making 
an important contribution to the attainment of these objectives. 

‘Perhaps the single most important contribution of the program is that it has 
given lending officers new benchmarks to use in their appraisal of loan applica- 
tions; it has broadened their horizon beyond the fairly limited objective of 
appraising the credit-worthiness of a prospective borrower; it has made them 
increasingly aware of the importance of credit policy in an economic stabilization 
program; and it has contributed to prudence in lending. Equally important, 
these have been achieved without shutting off the supply of credit to borrowers 
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with needs in accord with today’s part-defense, part-peacetime economy, and 
without imposing upon lending operations a burdensome harness of detailed 
and specific rules and regulations. This has helped to reduce the injustices and 
inequities which are inescapable in a series of detailed regulations, no matter 
how carefully drawn, and has preserved the flexibility of movement required by 
financial institutions if they are to serve the needs of the economy. 

“The National Voluntary Credit Restraint Committee believed that the threat 
of inflation has not been removed, although it is not possible to predict when the 
next upsurge in inflationary pressures will occur or what proportions it may 
assume. Business inventories are at peak levels and the pressure to reduce them 
still continues. The productive capacity of the country is tremendous and the 
record levels of plant and equipment spending are augmenting that capacity 
month by month. Nevertheless, it is not clear that production can be increased 
sufficiently fast to cover the increased takings for military equipment that are 
in prospect, without some reduction in supplies available for the civilian market. 
Defense spending is rising rapidly and a growing percentage of our defer 
lavs is going into ‘hard’ goods for which basic materials are short. Thi 
defense spending, with unemployment already at very low levels, 
prospect of continuing upward pressures on wage rates and increases in ] 
income. Business spending for plant and equipment, at record levels, wi 
high for some time to come, 


“The consumer remains a big unknown in the outlook. Following the 


‘scare’ buying waves of mid-1950 and early 1951, consumers reduced their spen 

ing and increased their savings substantially in the second quarter of this vear 

Currently, consumers are spending a significantly smailer portion of their income 

than was customary in the postwar vears. But, it is not certain how long 

be before money will again start to burn holes in the pockets of consumer 

large inventories of goods in consumers’ hands, resulting from the overbuving 

during the past vear, will gradually disappear with the passage of time it} 

personal income at record levels, and likelv to increase further, and wit} 

holdings of liquid assets widely distributed, the basic ingredients for an 

in consumer spending are present inthe economy. Even wi ut adverst 

ments on the international front, consumer spending is likelv to incres 

deterioration in the foreign situation, the rise in consumer s} 

large proportions. Consequently, it was the view of the National 

Credit Restraint Committee that the economic outlook warrants contin 

emphasis upon the need for prudence, care, and caution in the extension of credit, 
l continued empt asis upon the limitation of credit to defense, defer se-Supy} orte 

ing and other essential purposes * * *,” 


~ 1 


5. If your agency has industry advisory committees, how are they chosen and what 
5 provision 18 made for insuring representation to small operators; are the same 
committees utilized by any other agency? 

The Board of Governors, acting as cosponsor with the Housing and Home 
Finance Agenev, has utilized one business advisory committee and that for the 
purpose of assisting in preparation of statistical information which would be 
helpful in evaluating the effect of the Board’s regulation X relating to real estate 
construction credit and the counterpart regulations of the Veterans’ Adminis- 
tration and the Federal Housing Administration. The Director of Housing 
Research of the Housing and Home Finance Agency is the chairman of the group. 
The advisory committee represents home builders, mortgage and finance com- 
panies, and others. More detailed information, if it is desired, may be secured 
from the Housing and Home Finance Agency. 

Several of the Federal Reserve banks have set up committees consisting of 
representatives of financing institutions and of the real estate industry to advise 
the respective Reserve banks regarding matters arising in connection with the 
regulation of real estate construction credit. These committees, however, were 
not appointed by the Board of Governors and are not advisory to the Board, but 
rather to the officers of the Reserve banks. The membership of these committees 
consists of representatives of local mortgage finance companies which in the real 
estate industry we believe may fairly be considered as small businesses. 


6. The number of persons on your staff and how they are distributed as to classified 
employees, WOC, etc, 
The Division of Selective Credit Regulation is the unit within the Board’s 
organization having responsibility for the administration of the V-loan program, 
regulation W and regulation X. As of September 30, 1951, this Division com- 
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prised 20 full-time employees, plus three consultants employed on an intermittent 
basis, one of whom had waived compensation. 

There were emploved to assist the member of the Board serving as chairman of 
the Voluntary Credit Restraint Committee one consultant, retained on a ten 
porary basis, who waived compensation, and a secretary, who is a full-time em 
plovee of the Board. 

In addition to the persons mentioned above, numerous emplovees of the other 
divisions of the Board devote varying proportions of their time to programs cot 
ducted under authority of the Defense Production Act, performing these duties in 
addition to their regular responsibilities No record is maintained of the dis- 
tribution of time of such en plovees. 

should be noted that the Board, wh 
is not within the civil service 
ied emplovees although a classific: 


ce 1s n erect 


V 


e Production Act, July 
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DEFENSE TRANSPORT ADMINISTRATION 


DEFENSE TRANSPORT ADMINISTRATION, 
OFFICE OF THE ADMINISTRATOR, 
Washington, October 8, 1951 
Hon. BurNetT R. MAyYBANK, 
Ci vurman, Jotnt Commiltee on Defe rise Production 
Congress of the United States, Senate Office Bualdi 
Deak SENATOR MaAyYRANK: Pursuant to the reque 
of September 28, 1951, for a brief factual summary 
under the Defense Production Act, Lam submi.ting he 
We have . avored to follow the questions outinne 
our ability f there are any further requirements 


additional reporting ‘ed after your review o 


lieation ba 


JAMES 


SummMARY Report to Joint COMMITTEE ON DEFEN 
oF THE UNtrep States, FOR PERtop OcrTrotr 


Procrams CONDUCTED BY 


A. Traffic movement and conservation: 
1. Railroad transport: 
a) Analysis of requirements and capacity 
b) Increasing efficieney of use pment 
Increasing efficieney of r: rations. 


I l ble di "ibu 


ih ; ‘ ; 
Ana ] yt re an 


[nereasi 
\Vlovemen ( oversize and overw 
Kmergeneyv rerouting or diver 
e) Mobilization planning 
Inland water transport: 
(a) Analysis of requirements and capaci 
(b) Movement of ore, grain, coal, ar 
(c) Cooperative operations with ot} 
Warehousing and storage: 
a) Analysis of requirements and ca 
b) Plans for allocation of storage spac 
Coordination of storage uthlilzatio! 
5. Port utilization: 
(a) Grain handling at port terminal 
b) Coordination of port utilization 
B. Equipment and materials: 
1. Freight cars. 
2. Locomotives. 
3. Great Lakes vessels. 
1. Barges and towboats. 
5. Street and highway vehicles. 
6. Maintenance, repair, and operating supplies 
7. Construction and facilities. 
8. Scrap. 
Manpower: 
1. Reeruitment, training, and apprenticeship 
2. Activities with Department of Defense. 
3. Activities in connection with labor relations. 
D. Financial aspects of industry expansion: 
1. Tax amortization. 
2. Defense loans. 
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2. AUTHORITY FOR THE Conpuct oF DTA PROGRAMS 


The authority under which the Defense Transport Administration conducts 
the programs described under item 1 is, as follows: 
Defense Production Act of 1950, as amended (64 Stat. 816; Public Law 96, 
82d Cong.) 
Executive Order 10161 (15 F. R. 6105). 
Organization Order DTA 1 (15 F. R. 6728) 
Executive Order 10200 (16 F. R. 61) 
DPA Delegation No. 1, as amended (16 F. R. 4594) 
Executive Order 10219 (16 F. R. 1983) 
DPA Administration Order 1 (16 F. R. 4913 
NPA Delegation 14, as amended (16 F. R. 7628) 
Section 1 (10)—(17) Interstate Commerce Act, as amended. 


3. SuMMARY OF Eacuw DTA Procram, INcLUDING CooPERATIVE OPERATIONS 
Wire OTrHerR AGENCIES 


4. Decree or EFrrectiveNnress OR CoMPLETION OF DTA ProGrams 
A. TRAFFIC MOVEMENT AND CONSERVATION 


In the fields of railroad, street, and highway, and inland water transport, a 
continuing analysis of traffic requirements and the ability of these carriers to 
meet them is in progress. This is a continuing program, and satisfactory progress 
has been made in setting up channels of information through contacts with the 
Interstate Commerce Commission and other Government agencies, carriers, and 
shippers, trade associations, and industry advisory committees. An over-all 
traffic study is being conducted by DTA in cooperation with the National Ship- 
ping Authority. Its purpose is to enable DTA and NSA effectively to coordinate 
domestic and overseas transport movements through the Nation’s ports, and to 
permit the ODM Defense Transportation and Storage Committee to review 
requirements for transportation services, domestic and overseas, and the ability 
of the various transport systems to meet them. Material for this report has been 
supplied by 10 governmental agencies, who are claimants for transport services 
and members of DTA’s Interagency Advisory Committee on Domestic Trans- 
port, Storage, and Port Utilization. This project is now 60 percent completed. 
Railroad transport 

One DTA program has been designed to utilize, distribute, and conserve railroad 
freight equipment through cooperation with the Department of Defense, other 
Government agencies, the Association of American Rail: oads, railroads, shippers, 
and other individuals and organizations. ‘lhis has been accomplished through 
the encouragement of voluntary cooperative efforts on the part of carriers and 
shippers and the issuance, where necessary, of service orders of the Interstate 
Commerce Commission. First attention is, of course, given to the movement of 
military freight and other traffic essential to the defense production program. 
The cooperative efforts include: Analysis of commodity loadings and encourage- 
ment of heavier loading where appropriate; analysis of LCL services with the 
objective of increasing efficienev and improving service; activity directed toward 
eliminating car delav; contact with the regional shippers’ advisory boards; active 
support of cooperative efforts by railroads and their patrons in such special 
activities as the so-called ‘‘clean car’’ campaign designed to avoid delay incident 
to switching cars to cleaning tracks: activity setting forth methods which DTA 
believes, if followed by the railroads and shippers, will promote greater operating 
efficiency and maximum utilization of equipment and manpower; activity directed 
toward controlling the bad-order-car situation, improving car utilization, and 
improving the distribution of equipment. Three service orders issued in con- 
nection with car utilization require the heavier loading of grain and grain prod- 
ucts, lumber and lumber products, and canned goods. A study of the savings in 
cars effected by these orders, based on tonnage handled during the second quarter 
of 1951 compared with the same period of 1950, indicates that had the 5,443,966 
tons of grain and grain products which originated been loaded to the 1950 average, 
it would have required 19,788 more cars. A similar study of lumber and lumber 
products for the same period shows a saving of 14,504 cars. These heavier 
loading orders for grain and lumber show an average saving of 11,431 cars per 
month, while the heavier loading order for canned goods, as measured by the 
month of August alone, shows a saving of 2,503 cars. 
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Two ICC orders, designed to promote efficiency in railroad operations and to 
improve the distribution of cars, have been issued at the request of DTA. Another 
order appointed as agent to distribute the supply of tank cars throughout the 
Nation. Under these orders appropriate steps have been taken to redistribute 
empty cars in such a way as to protect grain and lumber shipments and the move- 
ment of petroleum, liquefied petroleum products, and other liquid commodities. 
Under the boxcar order 89,000 empty boxcars were moved west between February 
19 and April 30,1951. After the abatement of the Kansas City floods, these orders 
were again effective in moving empty cars into the Northwest grain area, 31,435 
such cars being moved during the month of August and 21,428 between September 
1 and 18. These orders, policed by the ICC field forces, were complied with 
practically 100 percent. 

Nine service orders have been issued to effect the further conservation of equip- 
ment. These orders prohibit the loading of nonperishable commodities in 
refrigerator cars; reduce the free time on boxcars loaded and unloaded at the ports; 
appoint an agent to regulate the movement of grain to terminal elevators by 
permit; appoint an agent to regulate the movement of coal to the Great Lakes by 
permit; authorize the movement and rerouting of traffic during repairs to railroad 
bridges damaged by floods; reduce rates on giant refrigerator-type cars; reduce 
the rates of passenger-type express refrigerator cars; and authorize the use of 
refrigerator cars unfit for perishables in lieu of boxcars. 

These programs for the conservation and efficient utilization of the presently 
inadequate supply of railroad freight equipment are continuing programs. The 
complexities of rail transportation are such that the degree of effectiveness of 
these programs is not subject to precise measurement. Several pertinent factors 
can be observed, however, which reflect results. In the year ending September 1, 
1951, freight car ownership of Class I railroads increased only 0.93 percent because 
of shortages of critical material for new cars and work stoppages, but the effective 
reduction in bad order cars through the results of the railroad repair program 
resulted in an inerease in serviceable ownership of 2.04 percent. Despite the 
unsatisfactory situation with regard to new cars, car loadings for the first 37 weeks 
of 1951 were 7 percent higher than the corresponding period of 1950, and at the 
end of the period car shortages were averaging only 40 percent of those of the 
previous year. The over-all performance is such that it can be compared favor- 
ably with the peak war year of 1944. In that year, with railroads and industry 
on a 6-day and a 7-day week, and with a war-inflated average haul of 473 miles, 
the net ton-miles per freight-car day averaged 1,058. As a result of the Dieseliza- 
tion and other improvement programs of the railroads, together with the coopera- 
tive efforts sponsored under DTA programs, for the first 6 months of 1951, with s 





























general 5-day week and an estimated average haul of 430 miles, the net ton-miles 
per freight-car day reached a peak of 986, and consistently exceeded 960 miles after 
the February work stoppages. Despite the generally current 5-day workweek, 
railroad car service efficiency now appears to be at an all-time high. 

The following figures summarize the over-all picture of railroad operations as 
compared with a year ago, 











Comparative statistics (Class I railroads)! 


Freight car ownership Aug. 1 1, 803, 431 1 


816, 168 
Freight cars awaiting repair do 129, 097 101, 001 
Serviceable freight car ownership do 1, 674, 334 1, 715, 167 
New freight cars installed, vear ending July 40, 171 74, 262 
Freight cars retired, year ending do 90, 534 61, 525 
Net change in freight car ownership 2 50 : 737 


Locomotive ownership: 











Steam... ‘ Aug l 26, 170 23, 469 
Electric do 693 699 
Diesel do 8, 757 11, 308 
Total do 35, 620 35, 476 

Net ton-miles per freight-car day June 907 962 
Gross ton-"niles ner freight-train hour lo 45,329 47,777 
Carloadings, 35 weeks ending Sent. 1 25, 130, 037 97. 029. 645 
Average daily shortages, week ending do 8, 792 17, 988 


1 Ownership figures include owned and controlled private refrigerator car lines. 
2 Decrease, 
3 Increase. 
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The tabulation shown above indicates that car ownership is increasing, although 
too slowly. Ownership of more efficient motive power, in the form of Diesel 
locomotives, has been augmented. The number of bad order cars has been 
reduced. An increase in volume of traffic is being handled with substantially 
smaller shortages of equipment, and measures of railroad operating efficiency are 
showing a steady improvement 

Numerous orders have been issued by the agent appointed under ICC service 
order to authorize the diversion or rerouting of tratiie during emergeney cireum- 
stances, such as labor disturbances, wash-outs, floods, and other acts of Providence. 

nder such conditions the cooperation of carriers, shippers, and the general public 
in restoring services after the emergency with a minimum of delay has been 
outstanding. Similar activities in the field of highway freight transport have 
met with great success. 

Street and highway transport 

The responsibilities of DTA in the field of street and highway transport include 
the movement of property bv for-hire carriers, private carriers, and farm vehicles, 
and the movement of passengers by urban transit systems, intercity busses, school 
busses, taxicabs, for-hire cars, hearses, ambulances, and the private passenger 
automobile. Approximately 8,500,000 commercial vehicles and some 40,000,000 
private automobiles fall within this area of responsibility. 

\fter the outbreak of hostilities in Korea, DTA, with the cooperation of 
carriers and shippers, instituted voluntary programs for intensive vehicle utiliza- 
tion, extended hours of operation at terminals, heavier vehicle loadings, and the 
interchange of loaded vehieles, so as to relieve congested conditions and promot 
the movement of essential traffic. For a short time during the sporadic switech- 
men’s terminal work stoppages last winter, preference and priorities in the handling 
of ce rtain United States freight and United S.:ates mail was require d. <A school 
bus utilization program, being conducted on a voluntary basis in cooperation with 
the United States Office of Education and various State school officials, is designed 
to obtain maximum usage of the present fleet of school busses and to provide 
adequate transportation for increased pupil loads. <A survey of the ability of the 
intercity bus industry to render required passenger services on the highways has 
been completed. An arrangement has been formulated in cooperation with the 
Department of Defense which assures the prompt and expeditious movement of 
military personne | and persons moving to induction centers. DTA has cooperated 
with local authorities with respect to mass transportation problems in areas where 
difficulty has been experienced. Studies are currently under way which involve 
the exploration of the possibility of staggered hours and other conservation 
measures in the field of local mass transportation so as to meet the needs of any 
greater future emergency which would transfer the load in substantial part from 
the meivene passenger automobile to such publie facilities. This agency is much 
concerned about the local transit industry because of the important part which i 
might have to play in any great emergency from the standpoint of war-worker 
movement to aaicihe production plants. It has, therefore, encouraged this 
industry to take every needed step to place itself in position to quickly absorb 
additional load should it be called upon to do so. These studies also include 
provisions for the efficient use of the Nation’s fleet of taxicabs, hearses, and 
ambulances as an essential part of its transport facilities. These fleets are 
currently in good condition, but provision must ~ made for keeping them 

A survey has been made by Defense Transport Administration of automobile 
usage, the degree of essentiality of vehicles devoted to each type of usage, and 
other factors pertinent to the operation of private automobile transportation 
during periods of national emergency. A report covering this survey will be 
issued in due course. 

An arrangement has been completed between the Defense Transport Adminis- 
tration and the several States whereby special permits from the States may be 
obtained for the movement of loads of essential traffic which exceed the States’ 
size and weight limitations in cases where the through movement of such loads 
is vital to the defense production effort Under this program a determination 
must be made as to the urgency of each shipment, and the field staff issues a 
certification of need to the States involved, who issue the permits where they 
approve Under this program a number of certifications has been made and 
essential traffic has moved without interruption. 

Beeause of its basic dependence upon petroleum, rubber, and metals, street 
and highway transport potentially faces the greatest disrupting effects of any 
critical shortage of these items For this reason, one of the most important 
programs currently under way is that of mobilization planning for a greater 
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defense emergency or an all-out war. These studies include a motor vehic' 

census according to usage and industry groupings; the use of this census f 

determining relative essentiality of industry groups with respect to their need for 
new vehicles, tires, and motor fuel; a survey of vehicle fleets, terminal facilities 
and operations at principal transportation centers to determine extent of expan- 
sion required to avoid delays in the movement of essential traffic; an analysis of 
all actions of the Office of Defense Transportation in World War II and the 
revision of such wartime programs to fit anticipated conditions; formulation of 
programs to enable the movement of increased highway traffic volumes under 
wartime conditions; plans for meeting transportation problems resulting from 
emergencies or disasters; programs for full utilization of equipment and man- 
power under conditions of greater emergency; and studies of the allocation or 
rationing of equipment, tires, fuel, and other items essential to the operation of 
motor vehicles and transportation services. These programs of advance mobiliza- 
tion planning are designed to enable DTA to take appropriate action promptly 
to meet any future condition which may develop. In these activities, DTA 
has received the cooperation of the Bureau of Public Roads, Department of 
Agriculture, Petroleum Administration for Defense, State motor vel 

trars, other State and local authorities, and industry groups and 


Inland water transport 


The most important activity of DTA in the field of inland water transport has 
been in connection with the carriage of iron ore, rain, an coal on the Great 
Lakes. Iron-ore movement is particularly essential in view of the rapidl, expand- 
ing program for the production of steel \ very successful navigat 
being accomplished; in fact a record season seems in prospect. This agency has 
kept in close contact with industry and has secured its voluntary support of the 
needed traffic movement programs. The following tabulation shows a comparison 
of freight carried on the Great Lakes in net tons as between 1950 and 1951: 


1OTL S€ASO IS 


Comparison of freight carried on the G ‘eal L t1hRES 95 and l ) net tons 
April thro igh Se mtenibe 


carry-07% 


A comprehensive survey of the need for and the availabili 
based on information received from the shipbuilding ind 
with findings of the Petroleum Administration for Defe 
struction completed, underway and contemplated should be 
the needs of the present volume of petroleum traffic \ 
be given to potential requirements for barges and towboats to meet ‘ 
emergency. \ppropriate action has been taken to obtain space for the shipmer 
of aleohol for the RFC Rubber Reserve synthetic programs; to locate carriers 
to haul coal for the Tennessee Valley Authority In an emergency, to Inspect barge 
movements to grain elevators at terminal ports with a view to improved move- 
ment and handling of export grains; and to request of the Office of Price Stabiliza- 
tion certain relief to carriers of petroleum products to facilitate the movement of 
these commodities. 

To facilitate meeting the heavy shipping schedules set up for the Great Lakes 
trade, permission was received from the Coast Guard to use the emergency summer 
load lines from May 1 to September 30, which has enabled the carriers to ma'e 
use of maximum available capacity Legislation allowing vessels of Canadian 
registrv to haul iron ore between United States ports has ntributed su 
tially less to the movement of ore than in previous navig: 

Reduced assistance from Canadian bottoms was d 


nse 
i ; 


Canadian grain crops, which required Canadian boats 

commerce, Legislation permitting Canadian sl ips to 

United States ports, on certification by DTA as te 

House and Senate but was not effective during the period covered by 
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Appropriate action has been taken to keep the various waterways open for 
traffic to the maximum possible extent. In one instance the Army engineers 
agreed to close the locks on the Illinois River for repairs for a shorter period 
than usual because of the urgent need to transport fuel oil over that waterway. 
Several projects for improving inland water transportation have been recom- 
mended to the Corps of Engineers, which has also agreed to delay lock repairs 
and to keep waterways open for navigation as late as possible in the season. 
A recommendation has been made to the Coast Guard that ice-breaking opera- 
tions be conducted on the Illinois River, and assurance that appropriate action 
will be taken has been received from that agency. 

Warehousing and storage 

The Defense Transport Administration is responsible for the Nation’s ware- 
housing and storage system as an integral part of the transportation system in 
equalizing and regulating the flow of commodities from point of origin to final 
destination or use. The basie programs of the agency require a knowledge of 
storage requirements and storage capacity. 

DTA is engaged continuously in assembling and analyzing data respecting the 
requirements of the several governmental agencies and the civilian economy for 
storage facilities. Forecasts of immediate and future requirements for public 
storage space are obtained from the Government agencies using such facilities. 
While the essential storage needs of the civilian economy are not definitely 
predictable, depending in large measure upon supply and demand, reasonably 
adequate and continuing forecasts are being made through all available sources 
of information. 

The assembly and analysis of data respecting available facilities and the 
determination of the capacity and ability of the storage system to satisfy over-all 
requirements has been made difficult through the lack of official statistical in- 
formation respecting the existing storage system and the space currently avail- 
able, the diversity of the interests involved, the lack of a closely-knit over-all 
trade organization, and the fact that the different segments are unrelated. Since 
the successful long-range planning of warehousing and storage activity in con- 
nection with the defense production effort depends upon the development of a 
system and procedure of allocation to be placed in effect when required, special 
steps have been taken by DTA to obtain information as to storage capacity in 
four major categories: (1) general merchandise warehousing; (2) refrigerated 
warehouses; (3) bulk grain; and (4) liquid storage. These steps involve com- 
prehensive surveys and spot surveys by DTA, surveys by other agencies of the 
Government, and informal personal inquiries. All measures have been checked 
carefully to avoid duplication of effort and expense, and have the approval of 
the Bureau of the Budget. This is especially compelling in view of anticipated 
production of large volumes of defense goods which will have to be stored until 
used 

Plans and procedures have been established for allocating the use of storage 
facilities by operators thereof, and for allocating storage services to users thereof, 
if and when such allocations are required. These standby plans are ready for 
immediate activation in the event of need. They start initially in the form of 
restrictive orders to develop available space by prohibiting the storage of speci- 
fied commodities in particular types of storage space. Later, specific facilties 
will be allocated, if necessary, to meet essential requirements. If this program 
becomes necessary, the acquisition of existing facilities by Government agencies 
for storage purposes will be carefully reviewed to determine primary interests and 
essentiality through the Storage Coordination Committee of the Defense Trans- 
port Administration. Care will be taken to prevent undue disruption to the 
civilian economy. 

To achieve effective coordination and utilization of storage facilities by the 
Department of Defense, General Services Administration, and other Government 
agencies as directed by Presidential order, the DTA storage Coordination Com- 
mittee has been established. This committee will analyze continuously the re- 
quirements of Government for storage facilities and coordinate wraehousing and 
storage activities. A detailed plan for joint control with respect to the assign- 
ment and use of public warehouse space has been prepared by DTA and submitted 
to such agencies for study and comment. DTA has cooperated with the Depart- 
ment of Defense in developing a plan for the association of warehousemen in the 
larger metropolitan areas similar to the Federal Emergency Warehousemen’ As- 
sociations of World War II. Final approval of this proposed plan depends upon 
the action of the Department of Justice which, it is hoped, will be forthcoming 


soon, 
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Port utilization 

The movement of export grain has been accelerated materially by the increased 
requirements of various foreign countries, and by the latter part of 1950 grain 
shipments represented a large percentage of over-all export traffic through the 
Nation’s ports. One of the major factors contributing to congestion in connection 
with this movement was the improper timing of shipments of country grain eleva- 
tors with ship arrivals. Late in 1950, the Interstate Commerce Commission 
placed in effect a service order which prohibited the railroads from accepting grain 
for export at New Orleans and certain Texas Gulf ports without first obtaining 
car permits. An amendment to this order in August of 1951, imposes similar 
restrictions on grain moving through Northwest Pacific coast ports. 

The increasingly large movement of grain for relief of foreign countries worsened 
a tight situation in regard to grain elevator capacity at major port areas, and it 
became apparent that further steps would have to be taken to assure a con- 
tinuous flow of this vitally needed commodity through the ports. Conferences 
with the Department of Agriculture and representatives df industry and trade 
associations led to the development of an order controlling the use of space at 
port terminal elevators by DTA. The resulting order, known as General Order 
DTA-2, became effective March 3, 1951. Under its terms operators of port 
terminal elevators are prohibited from storing or handling grain in bulk unless 
a port handling permit for such grain has been authorized. Applications for 
grain permits are submitted to the Department of Agriculture, which in turn 
recommends to DTA appropriate action with respect to the granting or denial 
of permits. 

Since the adoption of General Order DTA~—2 there has been an unprecedented 
volume of wheat and coarse grains exported through coastal grain elevators. 
Tonnage increases in 1951 over 1950 were in many instances in excess of 500 
percent. During the period March 3 through August 30, 1951, the Defense 
Transport Administration issued 1,785 port grain handling permits. The ton- 
nage actually lifted in the heavy export program approximates 10,000,000 long 
tons of grain during the period in which this order has been in effect, as compared 
with an export movement during the same period of 1950 approximating 5,000,000 
tons through all United States coastal ports. This phenomenal performance on 
the part of the railroads and elevator operators has been due primarily to the 
effectiveness of General Order DTA-—2, the regulatory orders promulgated by 
the Interstate Commerce Commission, and the cooperation of the Association 
of American Railroads. 

The commitment of the Congress under the India Emergency Assistance Act, 
enacted early in June 1951, to ship 2,000,000 long tons of grain to India should 
be fulfilled by the early summer of 1952. 

An interagency committee on port utilization, required by Executive order 
to provide for cooperation among governmental agencies directly concerned 
with utilization of the ports, has been established by the Defense Transport 
Administration. A memorandum of agreement between the Defense Trans- 
port Administration and the Departments of Defense, Commerce, and the 
Interior defines the responsibilities of the committee and increases its working 
effectiveness, assuring the cooperating agencies that all interests will be ably 
represented and protected. This committee meets regularly twice a month 
and is subject to special call by its chairman, who is the Administrator of the 
Defense Transport Administration or an alternate designated by him. It per- 
forms the following functions: analysis of requirements for the use of port facili- 
ties, and their coordinated utilization including structures, equipment, and other 
land or water facilities incident or affecting the transfer or interchange of cargo 
between ocean-going water craft and other media of transportation; consideration 
and review, upon request by member agencies, of justification for continued use 
by any agency of such port facilities when questioned; recommendation of the 
issuance of regulatory orders, where circumstances require, affecting movements, 
into, through, and out-of-port areas, the general use of port facilities, and the 
over-all examination of tonnage requirements to determine allocations to ports, 
after giving due consideration to the nature and requirements of military opera- 
tions; recommendation to appropriate agencies of the Government regarding 
increased efficiency of port facilities; consideration of proposed plans for use 
or occupancy by any Government agency of a specific port facility when such 
proposals will materially increase or decrease the flow of traffic or alter the man- 
power pattern of resources affecting port operations. Constructive results in 
the handling of various commodities through the ports have been achieved 
through the operations of this committee. 
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B. EQUIPMENT AND MATERIALS 
Freight cars 

The Nation has been faced with a chronic shortage of railroad freight cars 
since World War II. Considerable effort and energy have been expended by the 
Defense Transport Administration in justifying an increase in ownership of freight 
cars, and in securing steel and other critical materials for new construction and 
maintenance. <A goal of a minimum of 10,000 new cars per month, including 850 
tank cars, is considered necessary by DTA and the railroads. Developments 
throughout the year have emphasized the evident necessity for this program, 
although it has not been met because of adverse factors. The freight car pro- 
gram has been continuously questioned and challenged by many sources who 
are interested in diverting critical materials into other channels. It has been 
necessary for DTA to work closely with the defense production agencies of the 
government, the carriers, shipper groups, and the Congress, all of whom have 
an interest in this matter, in an effort to prove and “keep proved” the vital neces- 
sity for this program ahd to insure its being carried out to the greatest practicable 
extent At the end of the agency’s first year it appears that a better understand- 
ing of the program has been established, and it is hoped that railroad steel require- 
ments will be more fully met in the ensuing months so that no serious shortage 
of railroad transportation will occur. Without question, however, the railroad 
freight car program will continue to be one of this agency’s major concerns until 
at least 300,000 net new cars are added to the railroad fleet. 

For the second quarter of 1951 the Defense ‘Transport Administration requested 
material for construction of 40,000 freight cars of all kinds, later requesting that 
emphasis be placed on tank cars. As against this request, authority was granted 
for 29,050 freight cars, of which 1,575 were tank cars. For the third quarter of 
1951 DTA requested 30,000 freight cars and 2,802 tank cars. The program 
determination for the third quarter allowed materials for the production of 26,000 
freight cars and 2,500 tank cars, a certain number of which were scheduled for 
the Army. For the fourth quarter of 1951 DTA requested the production of 
36,000 freight cars and 2,802 tank cars. Program determination was issued for 
the construction of 24,500 freight cars and 2,500 tank cars which included cars for 
military, industrial, and export use as well as those required by DTA. The net 
fourth quarter determination for DTA seems to be 23,406 freight cars and 2,494 
tank cars 

Thus far 57,000 freight cars have been built under this program. This figure 
is far below the more than 90,000 cars which the schedule calls for. As of October 
1, 1951, there were 140,135 additional freight cars on order. The unsuccessful 
progress of this program may be attributed to the lack of sufficient steel for car 

and work stoppages in certain building plants. A total of 2,041 tank 

built in the first 6 months of 1951. In July, 701 additional units wer 

August, 702; and in September, 802. These monthly production figures 

‘“e consi 1¢ rably le ss than those required to bring the tank car fleet to the proper 
5 As of October 1, 1951, there were 10,151 additional tank cars on 


program, fully documented as to necessity and calling for 1,200 
Diesel units and 15 steam locomotives per quarter, was presented to NPA early 
In 1951 \ program inrplemented by DO rating was authorized for the month of 
May at a level of 300 Diesel units, and for the month of June at 320 Diesel and 
5 steam locomotives. For the third quarter of 1951, DTA requested 1,200 units, 
and the program determination allowed enough material to produce 825. For the 
fourth quarter of 1951 DTA requested 1,215 units and the program determination 
allowed materials for the production of 712 Diesels, 15 steam and 3 electric 
locomotives. During the first 7 months of 1951, 1,483 new locomotives have been 
built and delivered to railroads; of that number, 1,471 are Diesels or Diesel 
electrics. As of September a 1951, there were 1.557 more locomotives on order 
and undelivered, most of them Diesels or Diesel electrics. 
\ substantial number of additional Diesel locomotives will be ordered for 
delivery in 1952. 
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Great Lakes vessels 


At the present time fourteen 18,000- to 19,000-ton standard dry-cargo ships 
are being built, or on order, for delivery to American shipowners, thirteen of 
which should be in operation in 1952 and the other in 1953. At least three 
Maritime Administration C—4-type vessels will be converted for the ore trade 
and placed in service on the Great Lakes for the 1952 season. One of these three 
vessels has already reached the Great Lakes and will probably be converted in 
time to make one or more trips this season. It is possible that one additional 
C-—4-tvpe vessel will be available for conversion and subsequent operation in 
addition to the three already authorized. A valuable contribution to the Lake 
shipping was the conversion of the Cliffs Victory, a former victory ship, to the 
fastest vessel on the Lakes. This new ship construction and conversion program 
should have the effect of increasing the ability of the Great Lakes fleet to transport 
iron ore as follows: 1951, inerease of 750,000 gross tons: 1952, increase of 9,000,000 
to 11,000,000 gross tons: 1953, increase of 4,000,000 to 6,000,000 gross tons. 
As in the case of the freight car program, lack of sufficient materials has caused ¢ 
delay in production which has been estimated at the equivalent of 90 days If 
no further materials shortages or labor problems are encountered, five of these 
new ore carriers should be in service by the spring of 1952. 

Barges and towboats 

The DTA requests for barges and towboats per quarter were as follows: second 
quarter, 1951, 300; third quarter, 1951, 300; fourth quarter, 1951, 270. The 
program authorizations received in response to these requests Were &s follows: 
At the rate of approximately 180 per quarter for the months of May and June; 
third quarter 1951, authorized 110, later raised through appeal to 210, although 
inability to obtain delivery of steel authorized will restrict production considerably 
below this figure; fourth quarter 110. Allocations have been reduced under the 
Controlled Materials Plan so far below amounts required to meet production 
schedules that the Inland Waterways Vessels Industry Advisory Committee of 
NPA met in August to protest the lack of steel and to request that the DPA 
Requirements Committee consider increase in allocations for 1952. Program 
results to date indicate the. following construction: 


Petroleum barges 
Dry-cargo barge 
Tugs 

Tow boats 


The construction completed, under way, and contemplated is adequate to meet 
the needs for present traffic volume, although augmentation of the fleet would be 
required for the proper handling of a greater future emergency. 


Street and } igh way vehicles 


Prior to the third quarter of 1951 there were no formal programs for transit or 
motor vehicles. In the particular fields of busses, streetcars, trolley coaches, and 
rapid transit cars, where the limiting materials were copper and aluminum, 
arrangements were made with the Materials Divisions of NPA to grant appeals to 
maintaining the then-going rate of production of these vehicles. For the second 
and third quarters of 1951, transit programs and other highway programs were 
approved under the Controlled Materials Plan, and the tables below indicate the 
results accomplished. Except for transit vehicles, accomplishments prior to the 
third quarter were without assistance of Government agencies. 
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DTA REQUESTS (DOMESTIC REQUIREMENTS), 1951 


| | Truc | Passenger 
| | | o automobiles 
. - | Rapid Teenie os jing | (including 
Quarter Busses | Street- | Trolley) transit | Trucks Truck | (including | ‘taxicabs 
cars busses are trailers | school | hnarenk 
eas busses and | aon 
bus bodies) | lances, etc.) 
First é 2,115 25 382 180 |. " auiiagets oan iebeebe 
Second 2. 500 60 315 80 
Phird 2, 463 25 250 40 340, 000 20, 923 109, 241 initia 
Fourth 3, 625 65 250 SO 275, 000 z1, 000 131, 150 ee 
Total, year 10, 703 175 1,197 280 615, 000 41, 923 140, 391 nan 


NPA APPROVAL UNCLU DING EXPORTS), 1951 


First 2, 000 15 222 80 

Second 2, 000 15 150 SO : i 

Third 2, 370 25 250 0 275, 000 16, 000 107, 371 1, 200, 000 

Fourt! 2,171 SS 228 0 256, 000 16, 000 107, 371 1, 108, 000 
Total, year 8, 541 143 850 160 531, 000 32, 000 214, 742 2, 308, 000 


During the first 6 months of 1951 the following street and highway transport 
vehicles were built: 


Rapid-transit cars - -- ca 5 Se he ciate Bias oe wed eels 42 
Streetcars - oe : . as i ek on eat see 38 
Trolley coaches ests UE APS ete eee 67 
Integral motor busses et FE NES EAS, YES a 4, 410 
Passenger automobiles - - - cate hate settee en wea ae Satitckdincss _ 8, 098, 856 
Truck chassis 5 ; . il SS RN ‘ ee ee 786, 585 
Truck trailers 2 a2 38, 370 
Truck bodies including school-bus bodies’ ‘ Sa 360, 412 


Maintenance, repair, and operating supplies 

Except for the freight-car program in the first half of 1951, during which time 
maintenance and repair materials were authorized at 100 percent of the need, and 
a determination concerning rail in May and June which was never implemented, 
all maintenance and repair has been handled either bv “‘self-certifying’”’ orders of 
the NPA or by NPA Orders M-—70 (watercraft) and M-—73 (railroad and transit) 
Automotive replacement parts are handled under CMP Regulation 5. Up to the 
present time, there have been no reported breakdowns of transportation due to 
lack of maintenance, repair, and operating supplies, although there have been 
shortages of particular items in certain sections of the country. The continuing 
availability of MRO items in sufficient quantity to maintain essential domestic 
transport services is a basic necessity. As claimant agency in this field, DTA has 
a continuing responsibility to insure, through appropriate representations before 
DPA and NPA, that adequate supplies are available. 


Construction and facilities 

The Defense Transport Administration, as a delegate under NPA Order M-4A 
(NPA Delegation 14, as amended), receives applications for authority to commence 
construction of buildings and other facilities and allots controlled materials in 
connection with such projects within amounts assigned by the National Production 
Authority for such purposes. The first construction and facilities program au- 
thorized with allotments of controlled materials was that for the fourth quarter of 
1951. More than 850 applications have been received by DTA to date. These 
cases have all been carefully reviewed from the standpoint of essentiality to the 
defense effort, safety or health, and processed accordingly, based on the allocation 
of materials made to DTA by DPA. Current indicatious are that the allotments 
of materials for this purpose will prove inadequate. 

Examples of such facilities in the case of the railroads, the inland waterways, 
and the street and highway transport industries are railroad spur tracks, repair 
shops, truck terminals, fleet garages, and so on. 

Applications to commence construction in the warehousing and storage field and 
for the allocation of controlled materials have covered 7 general merchandise ware- 


i> di ie iets C8 ie Lk a ee ee 


ann 
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houses at an estimated cost of $287,000, 16 refrigerated warehouses at a cost of 
$8,441,000, and 31 grain elevators at a cost of $3,897,000. 

In the case of port facilities, DTA has recommended a construction program at 
the ports with a project value of $77,854,414, with cases in suspense and pending 
covering a project value of $19,949,292. 

In the conduct of this program, special attention has been given to hardship 
cases which have arisen through the inability of applicants to secure materials for 
projects which have been under construction prior to the imposition of controls. 
Scrap 

The ability of the transport, storage, and port industries to secure steel for new 
equipment and facilities hinges in a large degree on the success of the present 
rogram of the Office of Defense Mobilization to recover iron and steel scrap. 
ta in September 1951 an interagency committee, known as the Transportation 
Committee for Scrap Recovery, was appointed by the Director of the Office of 
Defense Mobilization. This Committee will cooperate with the Salvage Division 
of the National Production Authority in intensifying efforts to collect iron and 
steel scrap from transport, storage, and port operations. Investigations by the 
newly appointed committee indicate that there are no Federal funds available for 
the purpose of removing streetcar tracks and restoring streets in paved areas, 
While further investigation of the possibilities of Federal financial assistance for 
these purposes is in progress, the Committee will confine its present efforts to 
bringing in the serap which at this time can be easily removed and made available 
without undue expense to the transit operator and with no financial assistance 
from the Federal Government. Special efforts are already under way by the 
Committee to encourage railroads, steamship lines, airlines, State highway 
departments, automobile dealers, truck and bus fleet owners, and owners of 
commercial garages to cooperate with the scrap program and ‘‘to get in the scrap.” 


Cc. MANPOWER 


The Defense Transport Administration has worked close!v in cooperation with 
other agencies of the Government in the development of its elai nant programs 
for recruitment, training, and apprenticeship. These agencies include the Bureau 
of Employment Security and the Bureau of Apprenticeship of the United States 
Department of Labor; the Bureau of Employment and Claims, Railroad Retire- 
ment Board; Federal and State employment centers; Trade and Industrial 
Edueation Service, United States Office of Education; and State and local eduea- 
tional boards. DTA recruitment activities to date have been necessary in but 
one industry, the railroads, which have accomplished approximately 10,000 
placements monthly through the cooperation of these other agencies of the 
Government. Manpower utilization programs have been carried through a 
planning stage only, no action having beef necessary up to the present time, 
However, continuing attention will be given to both recruitment and utilization 
activities so that the effects of manpower shortages in the areas for which DTA 
is responsible may be minimized in the critical months ahead as the defense 





production program increases in intensity. In the case of training and apprentice- 
ship, there have been referred to the United States Department of Labor those 
: vases reported through the DTA field staff where training programs are essential 


with respect to truck drivers, transit operators, maintenance employees, and rate 
clerks, and where the substitution of women or physically handicapped or aged 
workers would be helpful in meeting current and future needs. 

This agency has worked cooperatively with the Selective Service System and 
the service departments of the Department of Defense with respect to the delay 
or deferment of reservists, National Guard men, or selectees. With the coopera- 
tion of the Lake Carriers’ Association, the Selective Service System has approved 
the necessity for deferment of reservists, National Guard men, or selectees in the 
critical occupations of licensed personnel and key managerial positions. With the 
approval of the Selective Service System, certain salutary changes have been made 
in an expanded definition of licensed personnel by the Interagency Committee 
on Essential Activities and Critical Occupations. The defense services have 
granted delays to reservists in the relatively infrequent number of such requests 
encountered. Work is being continued by DTA on behalf of those industries which 
are common carriers of passengers in order that approval may be obtained for 
replacing these industries on the list of essential activities of the Department of 
Commerce. 
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The Defense Transport Administration maintains contact with the National 
Mediation Board, the Federal Mediation and Conciliation Service, the Wage 
Stabilization Board, and the Nation’s trade-unions. Through these contacts, this 
agency has been able to make appropriate requests for assistance in getting 
work resumed where work stoppages have occurred in connection with domestic 
transport, storage, and port operations, or industries essential to the completion 
of manufacture of equipment or facilities necessary to these operations. The 
National Mediation Board has successfully secured settlement on each occasion 
where stoppage of work has prevented continued operation within the railroad 
industry, usually with little delay. There have been a relatively small number of 
work stoppages in other industries for which DTA is responsible. Several of them, 
however, were of potentially serious consequences, requiring the services of the 
Federal Mediation and Conciliation Service in obtaining amicable settlements. 
DTA has been required to investigate and certify to the Wage Stabilization Board 
the essential need for defense in connection with five of the Board’s wage-stabili- 
zation cases. DTA activity with respect to trade-unions has been that of liaison 
and the encouragement of the development of efficiency in operation, the main- 
tenance of continued operation, and assistance in retaining the services of experi- 
enced employees within the industries for which DTA is responsible. 


D. FINANCIAI ASPECTS OF INDUSTRY EXPANSION 


The purpose of the tax-amortization and defense-loans program is to encourage 
expansion of defense facilities through the expenditure of private capital and 
with as little direct financial assistance from the Federal Government as possi- 
ble. In carrving out these programs in its field, DTA has established certain 
goals for expansion of transportation, storage, and port facilities in order prop- 
erly to cope with the increased demands resulting from the over-all expansion 
of our national economy. Since these facilities are necessary in the Nation’s 
defense program, the percentages developed for tax-amortization purposes and the 
policies followed in approving loans have been set with the purpose in mind of 
supplving sufficient incentive to induce adequate expansion. 

The Defense Transport Acministretion hes receivéd 2,110 applications for 
acce:erated tax amortization, totaling $3,279,600,944 and of this number it has 
processed and forwarded to the Defense Procuction Administration 1,115 eppli- 
cations totaling $2,361,983,607. Seven bundred and ninety-two of these applica- 
tions, totaling $2,109,325,371, were recommenced to DPA for partiel allowance 


after careful investigation by this gency. Or hers were recommended for denial 
in whole or in part, transferred to o her claimant agencies of appropriate juris- 
diction. or withdrawn. To dete the Defense Production AcCministration has 


issued 447 certificates of necessity in the en ount of $1,853,477,857 in res: onse to 
affirmetive DTA recommendations. There sre currently 995 applications pend- 
ing in the amount of $917.617,.337. 

In the conduct of this program, DTA hes hed the active cooperation of severe | 
other governmental agencies having an interest in the facilities invelved, such vs 
the Department of Agri: ulture; the Department of Deferse, inclucing its Muni 
tions Board: the Interstate Commerce Cemmission: the Petroleum Administra- 
tion for Deferse: and the Deferse Production Ac ministration. 

The cegree of public interest in the tax-emortizetion program can be measured 
by the proposed industry expansion of transportation, storage, and port facilities 


which DTA hes recommended to DPA for cer‘ification to date. (See aecompany- 
ing table. There is continuing need for eecelereted tax amortization in DTA’s 
field of responsibility in order to give industry the incentive to invest in the 


facilities needed to correct present shortages end to meet any future emergency. 
This is true of freight cars, locomotives, and inland water facilities nationally, 
as well as werehousing and storage fecilities regionelly, and port feciliiies in 
several localities. It is lergely through the incentive of accelereted tex amorti- 
zation that Cirect financial essistance from the Feceral Government can be 
mipimized or avoiced. 

The Defense Transport Acministretion hes received 76 applications for defense 
loans emounting to $42,572,164. Of this »umber 29, amounting to $23,399,238 
have been processed and forwerced to DPA. Fight of this latter rumber, in the 
emount of $5,493.400, were recommenced for allowance in whole or in part to the 
Defense Production Acminristretion. Others were denied by DTA in whole or 
in pert or withdrewn by the aprlicant. There have been affirmrtively certified 
to cate by DPA three loan applicetions in the amount of $2,113,400. There are 
currently 47 applications pending in the amount of $19,172,926. 
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In the processing of these applications, the cooperation of the Government 
agencies previously referred to was enlisted, in addition to that of the Recon- 
struction Finance Corporation. 


Types of facilities for which recommendations for approval of the issuance of tax 
amortization necessity certificates have been made by DTA 








Type of equipment Number Dollar value 
Railroads 
Boxears units 74 ; $5UY 2 2 
Gondola cars } 14,835 2 22 
Hopper eat io 42. 957 230, 946, 44 
Refrigerator cars do &, 213 69, 776, 72 
lank cars ) 6, 387 2 
Other freight car i 8, 00 47, 772, 877 
Locomotive “ye 2” Oey 637 O78 
Yards and im] ‘ nt f ! i 27 4() ) 
Miscellaneous facilit 28 150, 72 
Highway transport 
ler nals nd I I ilt i e f 4 
lractors, trailers, and tru Init 652 2, 63 2 
Inland waterw 
lank barges ) 259 24 +4 
lugboats and towboat lo 12 SON 
Cargo bare« ] 407 >, Sei 2 
Great Lakes carrier lo } 4,835, 872 
Car floats and car ferries lo ' Lj 
Warehousing and storage 
Liquid st rage barre] 2, 496, 645 4,321, 142 
Grain storage t ‘ 7, 380, 067 4), 247 
Cooler and freezer storage Hic leet 16, 722, 72 4, 022, 19 
Flat storage juare feet 644, 638 1, 512, OM 
Port facilit 
Drydocks... plication 600, 000 
Unloading facilities lL 7 6, 127, 652 
1 Includes reconversions 


5. DTA Inpustrry Apvisory COMMITTEES 


The Defense Transport Administration has established two business advis« 
committees under the terms of the Defense Production Act of 1950, as amended. 
These are the Shippers Advisory Committee and the Railroad Advisory Com- 
mittee. These committees are advisory only and take no direct action other than 
to make appropriate recommendations to DTA when re juested The Shippers 
\dvisory Committee provides advice and counsel concerning the transport and 
storage needs of industry from the standpoint of industry and industrial traffic 


management. It discusses and considers ways and means for improving trans- 
portation services and the conservation of transportation equipment through its 
better utilization. The Railroad Advisory Committee furnishes advice and 
counsel on railroad matters for the purpose of assisting DTA in the development 


of its prozrams in the railroad field as related to the defense effort. Both com- 
mittees are available to advise this agency with respect to any proposed Defense 
Transport Administration rule, regulation, order, or amendment thereof 

The Shippers Advisory Committee consists of the Defense Transport Adminis- 
trator as chairman and representatives of shippers, on a Nation-wide basis, from 
the steel, coal, grain, perishables, petroleum, cotton, livestock, and other important 
industries who utilize domestic transport and storage facilities, and from national 
associations of shippers, such as the National Association of Shippers Advisory 
Boards and the National Industrial Traffic League. The members are representa- 
tive geographically and come from large, medium, and small business enterprises, 
In addition to including a small individual shipper on this committee, the chairman 
of the Conference of American Small Business Organizations was included. The 
membership of the Railroad Advisory Committee consists of the Director, DTA 
Railroad Transport Division, as chairman and members who are executive officers 
of eight railroads, including short lines, distributed geographically on a Nation- 
wide basis and representing large, medium, and small operators. Provision for 
insuring representation to small operators was made through the appointment of 
a short line operating executive 

These two business advisory committees are utilized exclusively by the Defense 
‘Transport Administration. 
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6. DEFENSE TRANSPORT ADMINISTRATION STAFF 


In the interests of economy and to eliminate duplication of office space and 
supervisory personnel wherever possible, DTA, as a matter of policy, make use 
of the existing facilities of the Interstate Commerce Commission to the extent 
available. Through arrangement and agreement with ICC, DTA is using their 
9] field offices instead of establishing its own. DTA is also using their depart- 
Ine ntal services in Washington to assist in the processing of its personnel cases, 
and do other administrative matters. By reason of this cooperation between 
the Commission and DTA, it has not been found necessary under present condi- 
tions for DTA to establish any field offices of its own. Services by ICC for DTA 
are paid for out of a working fund provided by DTA. 

As of October 1, 1951, the Defense Transport Administration staff was distrib- 
uted as follows: 

Regular employment 176 
WAE consultants 16 
WOC consultants zl 


Work 


AND HOME FINANCE AGENCY 


Hous! 16 FINANCE AGENCY, 
rug ADMINISTRAT 
5 D. C.. October 1 
Hon. Burnet R. MAYBANK, 


United Siale s Senate, Wash ington 


Dear SENATOR MAYBANK: In reply to your letter of September 28 we 
i below a brief summary of the activities of this Agency under 
luetion Act from Oetober 1950 to October 1951. Tl 

7 


j oi! ? ‘ 
he adetalls Oi et 
wave Deen sent 


reports. 


» the Joint Committee on Defense Production through 
rula 


l r 
Defense Production Act of 1950, Public Law 774, taken together with 
tive Order 10161 and directives of other agencies, notably the Department 


ommerce, have placed significant responsibilities in the Housing and Hom« 
ance Agency in two principal ways. The Administrator is responsible for 
establishing eontrols over credit for new residential construction and major 
rovements or repairs extended or assisted by the Federal Government; 

for acting as claimant ageneyv for materials to be used in the construction 
ising and certain community faciliti 


CREDIT CONTROLS 


1. The Housing and Home Finance Agency is responsible for concurring in 
actions of the Federal Reserve Board with respect to prescribing and suspending 
general credit regulations regarding real estate, and for taking direct action with 
r 


spect to loan guaranties extended through existing Federal programs—namely, 
those of the Farmers Home Administration, the Veterans’ Administration, and the 
Federal Housing Administration—to the end that inflationary effects on the hous- 
ing industry are minimized and the volume of new housing controlled in light of 
miterials shortages. 

2. The authority for these programs is contained in section 602 of the Defense 
Production Act insofar as concurrence with actions of the Board of Governors of 
the Federal Reserve Board is concerned, and in section 605 of that act insofar as 
direct action is concerned. Both authorities were delegated to the responsible 
agencies by Executive Order 10161. 

3. Immediately after passage of the Defense Production Act, this Ageney and 
the Federal Reserve Board made a joint study to determine the type of real 
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estate credit controls which would best carry out the purposes of the act. As a 
result of this and other technical studies, it was decided that an attempt should 
be made to reduce the number of housing starts by about one-third, or to a rate 
of approximately 850,000 starts per year. This objective was to be accomplished 
by regulations specifying maximum mortgage loans and maximum periods of 
amortization for housing in various price classes. In order to maintain the rela 
tive credit preference accorded to veterans under existing law, a separate sched 
ule was established for those receiving assistance through the VA loan and loar 
guaranty programs. 

Accordingly, and on October 12, 1950, credit regulations were issued jointly by 
this Agency and the Federal Reserve Board covering single-family units, which 
constituted approximately 85 percent of total housing construction in 1950. Or 
January 12, 1951, amendments to the regulations were issued which extended 
the credit controls to multi-family housing. On September 1, 1951, the li 
controls were again amended pursuant to passage of the Defense Housing and 
Community Facilities and Services Act, which provides for relaxation of the 
strictions on one- to four-family housing when the price does not exceed $12,000 


4. Insofar as the volume of residential construction is concerned, it would 
appear that the credit controls, along with other factors, contributed to a reduc- 
tion in housing starts by about one-third to a level consistent with the goal of a 
rate of 850,000 units per vear. During recent months, new housing starts hay 
been running approximately 29 percent below the comparable period last year 

5. An industry advisory committee was set up to advise the Administrator a 
the Federal Reserve Board on the development of t i 
members of the committee were chosen by staff of this Agenev after consulti 
with business groups with a view to including persons from all segments of the 
construction industry, including both large and small firms. ‘The members were 
manufacturers and suppliers recommended by and representing trade associations, 
Representatives of the Veterans’ Administration and the FHA attended the 
meetings of the committee in connection with the development of their respective 
programs. 

During December 1950 two other advisory committees 
determine the effect of real estate credit controls on housing 
Advisory Committee on Credit an l 
leral Reserve Board ar 


he credit regula, 
} 


1 Production Statist 


the Board of Governors of the Fe« 
posed of industry and labor representatives having 

in housing finance, and was concerned with the eff 
production and financing of home construction h 

mittee on Housing Consumer Statistics was composed 
veterans, labor, and consumer organizations and was con 
of the credit controls on the ability of consumers to obt: 


Relaxation of cre dit contro!s 

As an auxiliary responsibility to establishing the credit controls, it became 1 
sary to channel housing into specific areas in order to assist defense workers : 
military personnel. In this connection, this Agency developed a program 


relaxation of controls on a selective basis in areas designated as critical for def 


housing by the Interagency Critical Areas ommittee of the Defense Pri 
Administration. This program as not 2 suspensio! of controls, but ar 

tion specifying the number, size, and price levels of the units on which controls 
were to be relaxed in each area. Under this program credit controls were relax« 


on 26,720 dwelling units in 40 critical defense | sing ares More recently, tl 


procedure has been modified in accordance with the provisions of Public Law 139 
as well as Public Law 96. 


CLAIMANT AGENCY FUNCTIONS 


1. The Administrator was assigned claimant responsibilities for pri 
allocation purposes with respect to materials necessary for all housit 
alterations and repairs, and certain types of community facilities. 
certain operating functions were delegated to the Ageney by the 

2. Authority for carrving out these responsibilities derives from title I of 
Defense Production Act of 1950 and section 101 (d) of Executive Order 10161, 
certain operating functions delegated to us by the NPA, 

3. These res onsibilities involve the following activities: 

a) Estimating and evaluating materials requirements | 
under the Agency’s jurisdiction. 


90761 M1 18 
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b) Participating in various NPA and DPA committees on program allotments 
of critical materials, priorities administration, and industry advisorv sessions. 

c) Processing individual requests for priorities assistance, applications for hard- 
ship exceptions for certain NPA orders, ete 

In this connection, the Ageney has worked extensively with the NPA and the 
DPA to establish a basis for assuring the provision of sufficient quantities of searc 
materials to take care of housing construction needs during the defense mobili- 
zation period. The NPA issued a delegation of authority to the Administrator to 
process applications for exceptions to NPA Order M-—4 covering luxurv homes 
(single-family residences of over 2,590 square feet), elevator residential contruction, 
and related commercial construction Following this, the Agency was given direct 
responsibilitv bv delegation from the NPA for administering the controls regulating 
residential construction. 

1. We are not in a position to evaluate the effectiveness of this program since 
the functions of this Agency with respect to the contro! of scarce materials arc 
confined to that of claimant agent for housing purposes and for certain operatin 
activities delegated to us by the NPA. However, the goal of maintaining a leve 
of housing starts at 850,000 units a vear is being achieved and therefore the pro- 
vision of sufficient quantities of scarce materials for housing construction is being 
accomplished up to the present time. 

Personnel assigned 

\ full-time equivalent of approximately 121 employees is currently being 
emploved on defe nse activities of the kinds authorized mn the Defense Production 
Act and the Defense Housing and Community Facilities and Services Act Be- 
cause activities authorized by these two pieces of legislation are not segregated 
within the Ageney, the employment figure of 121 is a composite figure based on 
the amounts of time spent on those activities. 

I hope very much that the foregoing information will be helpful to you in 
preparing the report on activities under the Defense Production Act. 

Since rely yours, 
RaymMonp M. Fo.ry, Administrator. 


DEPARTMENT OF THE INTERIOR 


DEPARTMENT OF THE INTERIOR, 
OFFICE OF THE SECRETARY, 
Washington, D. C., October 12, 1951. 
Hon. Burnet R. MayBAne, 
a man, Jo nt Claammittee on Defi nse P oduction, 
United States Senate, Washington, D. ¢ 


My Dear Senaror MayBan*: Enclosed are the reports prepared by three of 
the five defense agencies in the Department of the Interior pursuant to your 
request dated September 28, 1951. These reports summarize the operations of 
the Defense Electrie Power Administration, Defense Fisheries Administration, 
Defense Solid Fuels Administration, Defense Minerals Administration, nd 
Petroleum Administration for Defense, from October 1950 to October 1951, par- 
ticularly with respect to the six points mentioned in your letter. 

Sincerely yours, 
R. D. SEARLEs, 
Actin g Secretar yee f the Ir t 


DEFENSE SOLID FUELS ADMINISTRATION 


REPORT ON OPERATIONS, OcTroBEeR 1950 ro OcTroBER 1951 


4 


‘merica’s vast coal resources, even in normal times the primary source of he: 
l energy for our industrial economy, are being raipdly mobilized by the Defens 
Fuels Administration to meet the accelerating demands of our defens 
nse Solid Fuels Administration was established bv the Secretary of 
Ir terior on Decembhe 1, 1659 Or ler 2605, 15 F. R 8718, December 1, 19 

inder authority granted him pursuant to the Deferse Production “et of 1950 
(Public law 774, SIst Cone., 2d sess.) in xeeutive Order 10161 (15 F. R. 6106 
the issuance of F-ecutive Order 10200 (16 F. R. 61) and De‘ense Pro- 
\dministration De eration 1 (16 F. R. 7388, 4594), Defense Production 
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Administration Order 1 (16 F. R. 4613), the powers delegated to the Administrator 
in Order 2605 were confirmed and continued by the Secretary of the Intreior in 
amendment 3, Order 2605, May 22, 1951. 

Under this authority, the Administrator is responsible to the Secretary of the 
Interior for developing and carrying out programs under the Defense Production 
Act for the production, distribution, and use of all forms of anthracite, bitumi- 
nous, subbituminous, and lignitie coals and coke necessary to the national defense 
program. The Administrator is also responsible for carrying out programs for 
the production of coke byproducts. Functions with respect to the distributio 
of coal chemicals produced as coke byproducts were delgeated by the DSFA to 
the Secretary of Commerce, effective May 16, 1951. 


COAL PRODUCTION PROGRAM 


In the present national emergency, an adequate production and effective 


ita 


distribution of our coal is of vital concern to the Natior (‘oal generates alr 


half of our electricity and supplies about 1 percent of our tota demand tor 


energy. Industries which are rapidly expanding as the result of new defer 
requirements, such as the electric utility industry and the steel industry, 
heavily dependent upon adequate supplies of coal to meet their steadily incre: 
requirements, 

During the first 9 months of 1951 bituminous coal production totaled 389,- 
324,000 tons, an increase of 5.9 percent over the 1950 production for the same 
period. Anthracite production for the first 9 months of 1951 reached 29,333,000 
tons, 

The expansion of the steel industry will place particularly heavy demands on our 
output of metallurgical coal. The presently programed expansion of the steel 
industry is expected to increase the demand for metallurgical coal to about 120 
million tons bv the end of 1952, an increase of 17 million tons over the 1950 
production rate of 103 million tons. 

\n index of some of the new, defense-inspired demands faced by the coal 
industry is also provided by the record consumption of coal by electric utilities in 
the past vear. During the first half of 1951, electric utilities consumed coal at a 
rate that indicates that 1951 will be a record vear in coal consumption by utilitic 


. 
The defense and other requirements of other free nations are also leading to 


heavy demand for coal exports. Coal shipments to countries other than Canada 
reached 14 million tons in the first half of the vear and are expected to total about 
35 million tons for the calendar year. This is a considerable increase ove 
levels of the past 38 vears and should be one of the best export vears on rec ‘i 

In order to assure that coal production keeps pace with mounting requirements, 
the DSFA is engaged in a number of activities involving a close check on supply 
and demand factors. These activities include: (a) Assembly and analvsis of 
current and annual statistics and operating information on production of solid 
fuets, including methods of production and trends in mechanization and processing 
(deep and strip mining, byproduct and beehive coke oven production, ete.); 
(b) development of current statistics on and appraisals of changing coal-consump- 
tion rates and stocking programs bv electric power utilities, coke ovens, railroads, 
retail dealers, etc.; (¢) periodic review or revision of forecasts of future production 
and consumer requirements for policy guidance in the maintenance of adequate 
supplies of fuels, coke, and other products, including such matters as appraisals 
of changing conditions limiting the availability of fuel oils and natural gas and of 
requirements for substituting coal therefor to meet increasing defense energy 
needs, and increased requirements for solid fuels resulting from the steam plant 
expansion program of TVA; (d@) analvsis of changing export requirements as 
related to sources of coal exported and the effect on availabilities of quality coals 
and of shipping facilities to meet United States requirements, including coastwise 
movements to New England; (e) analysis of regional coal productive capacity as 
related to regional and integrated national fuel demands, differences in coal 
qualities, and to transportation availabilities. 


EQUIPMENT AND MATERIALS 


While our total resources of coal are almost unlimited, the coal industry need 
adequate amounts of equipment, material, and manpower to get the coal out of 
the ground and on its way to the consumer. As the claimant agency for the coal 
industry, the DSFA is striving to assure that the industry has the materials and 


equipment to do the job. 
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In carrying out its claimant agency functions, the DSFA assembles information 
on requirements of the coal and coke industries for controlled materials for main- 
tenance, repair, and operating supplies and for construction projects. The 
DSFA submits quarterly requests to the Defense Production Authority for allot- 
ments of controlled materials to the solid fuels industry for construction projects, 
and allocates these materials to the industry. The DSFA also assembles data on 
industry requirements for machinery and equipment for presentation to the 
National Production Authority. 

Under National Production Authority Delegation 14, applications to commence 
or continue construction of facilities for the production, preparation, or processing 
of soild fuels or for the allotment of controlled materials are made by producers 
to the DSFA. Allocations of controlled materials for construction projects were 
made to the coal and coke industry for the fourth quarter of 1951. 

A total of 88 construction projects have been authorized by the DSFA for the 
fourth quarter of 1951. These projects involve a total cost of $68,343,478, 
including $3,075,590 for building material and equipment and $16,773,386 for 
production equipment and machinery. 

To provide an equitable distribution of the limited amounts of controlled 
materials available for coal mine and coke oven construction, all applications for 
any particular quarter are being considered at one time. 

As of October 1, 1951, 100 requests, totaling $8,593,000, from coal and coke 
producers to obtain major capital equipment had been approved by the National 
Production Authority on DSFA’s recommendation. 

A total of 111 requests for an inreased MRO quota for coal mines have been 
approved. 

To facilitate the DSFA program of priority and allocations assistance to solid 
fuels producers and to have basic information on coal and coke facilities readily 
available, the DSFA completed in September 1951 a serialization of solid fuels 
facilities, based on information supplied by producers on Form DSFA~1, as 
required by SFO-1. More than 3,000 coal and coke producers have been notified 
of the serial number assigned to their operation and the manner in which this 
serial number may be used to simplify their applications for DSA assistance on 
priority and allocations problems and other matters. 

Production of eoal and coke is also facilitated by the system of self-rating 
priority assistance to solid fuels producers in obtaining materials for maintenance, 
repair, and operating supplies and for minor capital additions. 

SCRAP 


SALVAGI 








he coal and coke industry has shown considerable progress in the scrap salvage 
program being carried on by the DSFA in cooperation with the over-all program 
directed by NPA. On June 20, 1951, the DSFA distributed a memorandum to 





all solid fuels producers ealling upon them to join efforts in promoting an industry- 
wide campaign to locate dormant iron and steel serap that is critically needed in 
the defense production program. Since that time, scores of producers have 
written to the DSFA notifying the agency of the appointment of scrap mobilization 
directors and of special efforts being directed to the serap salvage programs. 
Late in September the DSFA again contacted all solid fuels producers, under- 
lining the urgency of renewed efforts in the scrap program in view of the warnings 
of top Government and industry spokesmen that the need for serap is the greatest 
in history. From all indications, the solid fuels industry is working energetically 
to help salvage the inereased amounts of iron and steel scrap that are required 


COAL 





DISTRIBUTION 





The Defense Solid Fuels Administration is engaged in a broad-gaged effort 
aimed at reducing the impact on solid fuels’ availability of transportation short- 
ages expected to develop this winter. Shortages of railroad open-top cars, used 
to transport coal, ore, and similar materials, have been reported for the past year. 
While these shortages have not to date resulted in shut-downs in critical numbers, 
some mines have closed for short periods because the available supply of open-top 
ears did not warrant continued production 

Loadings of open-top cars increased with particular rapidity during the spring 
of this year. If the demand for open-top cars continues to increase to a marked 
degree in the October to December 1951 period, a very critical bottleneck may 
getting the coal from the mines to the consumer, Serviceable gondola 
and hoppe r Car now total only about 790.000. Considering the average turn- 

















REPORT OF JOINT COMMITTEE ON DEFENSE PRODUCTION 27] 


around time of these cars of about 10 days, a demand for loading of these cars 
at the rate of even 500,000 a week might lead to spot shortages of coal. 

The DSFA is taking all available steps to prevent the threat to our defense 
program and our national welfare that would result from spot coal shortages. 
The DSFA is working with other Government agencies, American railroads, and 
coal producers to take emergency steps to overcome locai distribution problems 
where this may be necessary. 

To assure equitable distribution of coal in the event the tight supply of high- 
grade coking coals is intensified or other spot shortages develop, the DSFA has 
established procedures for directing individual shipments of solid fuels where 
they are most acutely needed, when such procedures are required by the defense 
program. Under an order issued April 30, 1951 (SFO-2), specific directives may 
be issued for the delivery of solid fuels in individual cases. As of October 1, 1951, 
it has not been necessary to exercise these powers and broad control of solid fuels 
distribution is not now contemplated. 

A close check is being kept on the availability and need for coal-transportation 
equipment. In supporting the railroad car building and repair program, the 
DSFA is attempting to assure that the cars used in the transportation of coal are 
built and repaired in proportion to the use made of them, as compared to the use 
of all other types of cars. 

Steel allotted for the construction of freight cars for the first quarter of 1952 will 
result in only 6,000 cars per month being built instead of 10,000 cars per month 
as recommended by the DTA when the construction program was adopted during 
October 1950 

The reduction in the construction of new freight cars from the 10,000 per montt 
figure is having a very serious effect upon the national supply of open top cars 
On January 1, 1951, available open-top cars owned by United States railroads 
totaled 785,133; as of August 1, 1951, open-top freight cars available totaled only 
788,640 cars, an increase of only four-tenths of 1 percent 

The small increase in the number of open-top cars is due both to the failure to 
construct 10,000 cars per month and the retirement of this type of car during the 
first 6 months of 1951 at an average monthly rate of 1,150 gondolas and 1,488 
hoppers. These averages have almost equaled the average number of new cars 
of these types installed per month. The ecar-building program as presently 
operated has failed to recognize the importance of maintaining an adequate pro- 
portion of open-top cars. 

Coal mines have no facilities for stockpiling coal as it is produced and since 84 
percent of the United States coal production is moved from the mines by open- 
top cars it follows that a serious shortage of open-top cars will directly affect the 
production of coal. Coal, in fact, is the largest single bulk commodity moved by 
American railroads currently accounting for about 36 percent of total rail traffic 
moved in open-top cars. 

In addition to maintaining close contact with the Association of American 
Railroads and the Bureau of Service of the Interstate Commerce Commission in 
the interest of being currently informed as to the open-top car supply, the DSFA 
is represented on the Interagency Committee on Port Utilization, and on the 
Interagency Committee for Domestic Transport, Storage and Port Utilization. 

The Interagency Committee on Port Utilization is charged with analyzing the 
requirements for the facilities for each port throughout the country. It is also 
authorized to recommend regulatory orders affecting movements through the port 
areas and the general use of the facilities, a matter of direct concern to DSFA 
since a large volume of coal is handled at certain of these ports for export and for 
domestic use. 

OFF-SEASON FUEL BUYING PROGRAM 


Anticipating a strain on coal-transportation facilities during the winter months, 
the Defense Solid Fuels Administration began last spring the promotion of a 
Nation-wide program of summer-fuel buying by industrial consumers, Govern- 
ment agencies, and homeowners. Through the efforts of Secretary of the Interior 
Oscar L. Chapman, the cooperation of both State and Federal Government agen- 
cies in completing a maximum amount of their fuel buying in the off-season was 
obtained. Information received by Secretary Chapman from State Governors 
and Federal fuel-purchasing agencies indicates that by October 1, 1951, both State 
and Federal agencies had stockpiled as much fuel as their storage facilities per- 
mitted. Industrial stockpiles of coal were also relatively high on October 1. 
While summer purchases of coal by homeowners appear to have lagged, the over- 
all program should aid materially in reducing the impact of transportation short- 
ages during the peak heating months. 
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COKE PRODUCTION 








Coke is one of the most important of the strategic materials upon which our 
defense effort has focused national attention. Under its delegated responsibili- 
ties, the Defense Solid Fuels Administration is attempting to solve the many 
difficult problems which have arisen as the result of the demand for larger and 
larger amounts of coke. 

With the ensetment of the Defense Production Act in 1950, the Nation was 
required to increase its steel ingot capacity to about 117 million tons by the middle 
of 1953. In providing the coke to meet the demands created by this expanded 
steel capacity, the Defense Solid Fuels Administration was faced with two major 
problems: (1) reconstruction of existing facilities and (2) creating new additional 
coKe Capacity of about 11 million tons. 

The urgency of the reconstruction problem was underlined by the fact that in 
1950, 6,689 of the 14,892 operating coal chemical recovery ovens were more than 
25 vears old and had already exceeded their normal economic usefulness. About 
7,950 or 52 percent were more than 20 years old. 

The demand for coke by metallurgical industries increased rapidly in the last 


half of 1950. In response to these demands, coke producers stepped up operating 
rates to capacity levels and many idle beehive plants were rehabilitated and 
placed in operation. Production of coke in 1950 inereased 14 percent over the 


1949 it vel, 

About 750 new slot-type coke ovens are expected to be brought into production 
during 1951, but at the same time about 400 ovens will be retired, because of 
over age. We can expect, therefore, a net gain in new capacity this year of only 
about 2 million tons. 

About 1,200 ovens are expected to be placed in operation in 1952. Due to the 


retirement of old ovens, however, the over-all gain in capacity by the end of 1952 
is not likely to be more than 3 million tons. Even after allowing for beehive 


output of about 7 million tons annually, a shortage of coke in 1952 of from 1 to 
3 million tons is currently estimated. 
he coke oven construetion program is being seriously hampered by the short 


age of silica brick, used to line the coke ovens. Late in Saptember 1951 the silica 
brick industry was reported to be running 3 to 6 months late on brick deliveries 
to the coke industry kifforts are being made in cooperation with NPA to increase 
orl output In addition, the coope ration of coke producers is being sought to 





avoid unnecessary rejections of brick where adequate engineering standards are 
not affected. 

Che coal chemicals industry is a large user of sulfurie acid, which is in extremely 
short supply. The DSFA has prepared a detailed report for the use of the Defense 
Production Administration on the sulfuric acid requirements of the industry 
Thro igh the cooperatlon of the NPA Chemicals S« ction, the DSFA has succeeded 
late in obtaining the sulfuric acid required by the industry. 
coke expansion program is also of great importance because of the need 
for the coal chemicals produced by the industry, Among these, one of the most 
important is benzene, listed by the National Production Authority as one of tl 
six most critically scrace chemical materials. Production of benzene at coke plants 
in 1951 is expected to be about 180 million gallons, as compared to requirements of 
about 252 million gallons. Production from petroleum and imports are expected 





e 


to make up the difference 
While the DSFA is completing a survey which may lead to the development o 
pecial procedures to increase the recovery of light oil at coke plants, the amoun 


of benzene that can be recovered in coke oven operations is limited. It will not 
be possible for the coke industry to meet the greatly expanded requirements for 
benzene during the next few vears, and cooperative programs have been worked 
out with the Petroleum Administration for Defense whereby the petroleum indus 
try will help fill the gap between over-all requirements and the output of the 
coke industry. 

On Mav 14, 1951, the Petroleum Administration for Defense delegated authority 
over the distribution of petroleum coke to the Administrator of the Defense Solid 
Fuels Administration. Petroleum coke is an essential product for the production 
of aluminum and in view of the expansion of the aluminum industry as the result 
of defense needs, the importance of petroleum coke has been intensified. The 
product is also used by the abrasives industry, the carbide and carbon industry 
and the artificial graphite é¢lectrode industry. 

Following consultation with the Bureau of Mines and the Petroleum Adminis- 
tration for Defense, the DSFA surveyed the petroleum coke industry to deter- 
mine its production and intended expansion in the next 2 years. Information on 
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estimated requirements for petroleum coke for 1952 and 1953 has also been obtain- 
ed. The balance between estimated requirements and supply is now being 
analyzed in order to assure that an adequate supply of petroleum coke is 
available to support the expanding defense needs of the aluminum and other 
industries. 

MANPOWER 


Shortages of skilled workers in the solid fuels’ industry, due to inductions into 
the Armed Forces and diversion of labor to other occupations, have been reported. 
While the effect of such diversions has not vet been critical, steps have been taken 
to develop the facts more fully with respect to the manpower situation and to make 
plans for meeting future and more serious shortages that would adversely affect 
the production of coal and coke. 

The Administration has consulted with the defense manpower agencies in the 


development of policies and criteria to be applied to manpower problems affectir 


solid fuels In absence of the need, at this time, for an over-all manpower pro- 
gram, the Administration has assisted segments of the industry in obtaining 
specific relief in cases involving the induction of key emplovees The Adminis- 
tration is also planning an information program to encourage workers in the coa 


fields to remain in the mining industry 


TECHNICAL ASSISTANCI 


Under an arrangement with the Bureau of Mines, that agency is providir 
needed statistical and related assistance to the Administration in obtaining and 
analyzing coal production and distribution data 
been provided in examining necessity certifica loan applications 
and special reports are prepared on particular soli ’ problems. 


assistance fh 








INDUSTRY FINANG 


The Defense Solid Fuels Administration is stimulating needed increases in 
production of coke and metallurgical coal by the recommendation of necessity 
certificates for accelerated tax amortization and defense loans. to producers in 
cases where such approval is justified bv defense demands. 

Policies on tax amortization for anthracite, bituminous coal, merchant by- 
product coke plants, integrated coke plants and beehive coke plants have been 
developed. These policies have limited approvals of applications almost exclusively 
to coke facilities and metallurgical coal mines 

As of September 28, 1951, the Defense Solid Fuels Administration has receive: 
178 applications, totaling $444,560,000 for necessity certificates for accelerat« 
tax amortization of new coal and coke facilities 

A total of 33 applications from coal producers, amounting to $35,833,000, 


have been recommended by DSFA to DPA for approval New facilities covered 


by these applications would add 10,556,000 tons to annual coal capacity. Appli- 
' 7 


cations totaling $73,844,000, from coal producers have been denied by DSFA, 
and applicatio 





disallowed total $22,006,000. 





Of a total of 53 applications for ray id tax amortization of coke facilities received, 


( { 
DSFA has recommended approval of 31, and denied 11. Necessity certificates 


( 
i 


for coke facilities approved by DSFA tota! $94,258,000, and represent an increa 
in annual coke capacity of 4,155,000 tons. Applications for coke facilities which 





have been denied by DSF A total $33,581,000 and disallowed, $29,434,000 

\ detailed report on the status of necessity certificate applications as of Sep- 
tember 28, 1951, is attached 

Thirteen loan applications totaling $20,105,567 had been received by DSFA 
as of October 1, 1951. Of these, one loan totaling $2,200,000 has been approved: 
one loan totaling $210,160 has been withdrawn: three loans totaling $14,051,307 
have been denied: and eight loans totaling $3,644,100 were being reviewed and 
analyzed. 

RFC examiners prepare credit reports on loan applications. These reports are 
made available to DSFA and facilitate a determina 
application. This cooperation avoids duplication of personnel. 

Bureau of Mines engineers and RFC examiners make their examinations of 
properties at the same time, thus pooling their knowledge of the applicant’s 
business. Separate reports are prepared but both reports are available to DSFA 
before a final decision is made. 

Construction has started by the company which has received the one loan 
approved by DSFA. The project will be completed early in 1952 and will supply 
coke needed for the production of steel. 





tion of the merits of a loan 
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No detailed information as to progress in construction has been received from 
companies which have received necessity certificates. Quarterly progress reports 
will be submitted by such companies, with the first major group of reports 
scheduled to be received during October 1951. However, a general statement 
can be made that all coke expansion facilities are proceeding as planned. We 
believe that this is also true for coal mine expansion programs. 


DSFA STAFF 


On October 1, 1951, there were 55 employees on the rolls of the Defense Solid 
Fuels Administration, of which 41 were occupying classified positions, 5 were 
serving full-time without compensation, and 9 were consultants serving without 
compensation or paid only when actually employed. Technical and economic 
services are furnished the Administration on a reimbursable basis by the Bureau 
of Mines and administrative services are furnished, on a pro rata cost basis, by 
the defense production staff in the Office of the Secretary. 


INDUSTRY ADVISORY COMMITTEES 


The Defense Advisory Committee on Coke and its Byproducts was established 
by DSFA in February 1951, and is composed of persons representing the various 
types of coke producers: Beehive coke plants, merchant coke plants, public 
utility coke plants, and coke plants which are part of integrated steel plants. 
The membership was chosen to provide representation for large, medium, and 
small producers in these several segments, as follows: Large beehive coke plats, 
one; small beehive coke plants, two; large merchant coke plants, two; medium 
merchant coke plants, two; small merchant coke plants, two; large public utility 
coke plant, one; small public utility coke plant, one; large steel plants, three; 
and small steel plants, four. This committee is not utilized by any other agency. 

The DSFA—~DMA Mining Machinery Advisory Committee was established by 
DSFA and DMA in January 1951. Following the transfer of the mining machin- 
ery division from the Department of the Interior to NPA, this Committee was 
terminated in July 1951. A similar committee has since been established in NPA. 
During its existence this committee represented all segments of the mining machin- 
ery industry concerned with the manufacture of mining machinery and equipment. 
These segments inelude 16 large, 11 medium, and 9 small manufacturers in all 
parts of the United States. This committee was not utilized by any other agency. 

While the DSFA has not yet established a separate bituminous coal industry 
advisory committee, it has availed itself of reports to the Department of the In- 
terior by the National Bituminous Coal Advisory Council. This Council was es- 
tablished in 1948 to advise the Secretary of the Interior and the Bureau of Mines in 
matters pertaining to the bituminous coal industry. Reports of the Council 
utilized by the DSFA include the report of the Council’s Transportation Commit- 
tee on the open-top car program and its Mining Equipment Committee on require- 
ments for mining machinery and for steel and other materials for mine mainte- 
nance, repair, and operation. 
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* DEFENSE ELECTRIC POWER ADMINISTRATION 


REPORT TO JOINT COMMITTEE ON DEFENSE PRODUCTION 


Subject: Operations of Defense Electric Power Administration from October 
1950 to October 1951. 

Defense Electric Power Administration was established was a separate agency 
by Secretary of the Interior Oscar L. Chapman to exercise, with respect to electric 
power, the functions delegated to the Secretary by President Truman under 
provisions of the Defense Production Act of 1950. Its authority extends to “‘all 
forms of electric power and energy including the generation, transmission, 
distribution and utilization thereof.’’ Specifically, the agenev is responsible for 
analyzing power needs and resourees and for formulating and promotir 


ig Aan @CX- 
pansion program to meet the Nation’s defense and essential civilian requirements 
for electric power, for obtaining adequate materials and equipment to complete 
that program, and, where shortages occur, for allocating electric power and 
establishing priorities in the use of electrie power. It is also responsible for 
carrying out other defense functions, including the making of recommendations 
in connection with expansion aids provided under the Defense Production Act of 
1950 and certificates of necessity for accelerated tax amortization. In carrying 


out its funetions, DEPA represents approximately 4,000 private and public 


electric power utilities, including rural cooperatives, having a total worth of 
approximately $25,000,000,000. 


AUTHORITY 


The authority of Defense Electric Power Administration is derived from the 
Defense Production Act of 1950 through Executive Orders 10161 and 10200, 
Defense Production Administration Order 1 (distributing claimant agency 
functions), Defense Production Administration Delegation 1 (delegating other 
functions), and through Department of the Interior Order 2605 (delegating the 
Secretary’s authority 

PROGRAMS 


Under this authority, DEPA has established the following programs, which are 
separately discussed below: General supervision of the scope and direction of 
power-supply expansion in order to assure an adequate power supply for national 
defense and essential civilian needs; allocation and distribution of scarce materials 
and equipment to meet the requirements of the industry for the power expansion 
program and for the maintenance and operation of electric power systems; allo- 
cation of electric energy where shortages occur through the establishment of cur- 
tailment programs setting up priorities in the use of electric power; and adminis- 
tration of expansion aids provided under the act. 


POWER SUPPLY 


The provision of an adequate power supply for national defense and essential 
civilian needs is the primary function of DEPA. Recognizing that electric energy 
is a basic element in the defense program, early and continuous attention has been 
given to determining the amount of power which will be required as the defense 
program advances. Full use has been made of studies and reports available from 
other established governmental agencies, including National Security Resources 
Board, Federal Power Commission, the Munitions Board, and National Produc- 
tion Authority, as well as the reports prepared by the power industry through its 
established trade associations and through voluntary regional organizations 

The problem of power supply has been approached from several points of view: 

1. Provision has been made, through a carefully formulated proposal, for oper- 
ating reports and liaison with the regional power pool coordinating groups that 
exist throughout the country. This plan has been developed in cooperation with 
the Federal Power Commission from which all available information, reports, and 
assistance are being received. 

2. Statistical studies by governmental agencies and trade associations are beit 
utilized to determine prospective power requirements as compared to scheduled 
power supply. 

3. Power requirements for the defense program are be Ing wive n primary atten- 
tion. Staff members are engaged in making individual studies of probable 
requirements for atomic energy expansion, for aluminum expansion and for the 
requirements of steel, ferro alloy, chemical and other industries. 
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4. From time to time the services of industrial consultants are used to prepare 
estimates of power requirements for the expansion of segments of industry, and 
of the Nation as a whole. These consultants have drawn and will draw upon 
information provided by Federal defense agencies and obtained by direct consul- 
tation with industrial groups. 

In the early stages of this program, with notable exceptions in the case of long- 
range hydro developments, primary attention has been given to short-term 
requirements. To meet these needs, a 40 percent expansion of electric power 
during a 3-year period, ending December 1953, has been programed, which if 
carried out will result in an increase of 27,000,000 kilowatts in installed capacity. 

While the initial planning and gathering of information has been completed, 
continuing study is required to adapt this power program to changing circum- 
stances. Current revision is required to reflect large new installations of industry. 
Also, increasing time has been required from the regional engineers of this agency, 
who are charged with responsibility for the power supply program, for the selec- 
tion of the most important projects from among planned installations. Shortages 
in materials and equipment have seriously retarded the expansion program 
adopted by DEPA,. It thus becomes a constant necessity to choose programs 
within regions and to compare importance of installations between the various 
service areas of electric utilities in the United States. 

It is expected that during the calendar vear 1951 approximately 7,000,000 
kilowatts of capacity will have been installed, which is larger than any installation 
for any previous calendar vear. However, to meet the upsurge in power require- 
ments resulting from the defense effort and continued civilian demand, it will be 
necessary to install during the subsequent 2 vears an additional 20,000,000 kilo- 
watts of capacity. 

If the effectiveness of this part of the program is to be judged in terms of its 
probable percentage of completion within the time planned, the electric power 
expansion program during the next 2 vears will be only 80 percent effective. 
Already, shortages of materials have retarded 1952 and 1953 installations. 

If the degree of effectiveness of the power expansion program is measured by 
the ability to meet loads, the outlook for the winter 1951-52 indicates localized 
shortages, of which the Pacific Northwest is the most serious; the southeastern 
section is the next most critical, with a few spot problems in other areas. The 
outlook for the winter 1952-53 is more serious than at any time during World 
War II. During that winter, conditions in the southeastern area are expected 
to improve, but in most other regions of the Nation, the margin between supply 
and demand will be below minimum reserves required for safe operation and 
maintenance. For the winter 1953-54, if the program continues to be curtailed 
through the failure to provide more than 80 percent of the required materials, 
reserves will be at a minimum level, with no surplus available for loads not now 
anticipated. 

At this date it appears that the failure to achieve the power expansion program 
formulated by DEPA is partially caused by lack of recognition of the necessity 
for this degree of expansion. The need for increasing power at almost twice the 
long-term historical rate stems from superimposing a heavy industrial expansion 
in industries needed for defense purposes, upon civilian loads which are increasing 
faster than at any time in the Nation’s history. 

As completion dates for construction projects are postponed and retarded due 
to lack of materials, and in some cases due to postponement or lack of authoriza- 
tion by Congress or Federal Power Commission, the threat of power supply 
shortage mounts, and in aid of minimizing the impact of such shortages upon 
essential production, the agency’s power supply activities must be extended and 
elaborated in detail. Furthermore, as the defense program generally is extended 
beyond 1953, it becomes necessary to forecast power requirements and capacity 
for a greater period into the future. This aspect of the program has been com- 
menced but is still in the working stage. 


MATERIALS AND EQUIPMENT 


As claimant agency for the electric power industry, DEPA is responsible, 
within the limitations and over-all material ailocations prescribed by other 
agencies such as the Defense Production Administration, for the allocation and 
distribution of scarce materials and equipment required for the power expansion 
program and for the maintenance and operation of electric power systems. 

In developing a program to carry out this responsibility, DEPA has taken the 


59 : 
following steps: 
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1. Created reporting procedures under which full information is obtained as to 
material requirements of electric utilities. 

2. Established orderly procedures for distributing scarce materials such as 
aluminum, copper, and steel among electric utilities. 

3. Provided expediting services to electric utilities requiring priorities assistance. 
In addition to priorities assistance on a problem-by-problem basis, blanket 
priority authorizations were secured in several instances in connection with 
Atomic Energy Commission projects or projects located in the critical Pacifie 
Northwest shortage area. 

1, Effected arrangements with REA for the distribution of controlled materials 
to rural electric cooperative borrowers from that agency, based on a memorandum 
of agreement between the Secretary of the Interior andthe Secretary of Agriculture. 

5. Developed an agreement with other claimant agencies defining and allocating 
responsibility for nonutility power generating projects. 

6. Established a working arrangement with National Production Authority 
concerning the scheduling of heavy power supply equipment under which the 
materials for such equipment are provided through NPA, and scheduled delivery 
dates are conformed to DEPA recommendations. 

7. Achieved an understanding with Atomic Energy Commission concerning 
claimant responsibility for power aspects of the projects sponsored by that agency, 

8. Obtained NSRB approval to the policy applicable to other governmental 
agencies that the claimant functions in respect to multiple-purpose projects involv- 
ing power generation would be performed by DEPA 

The initial problem of the materials and equipment program was not primarily 
one of securing priorities assistance. Rather, it was to secure exemptions from 
the | lanket curtailments imposed by NPA upon the use of materials. An increase 
rather than a decrease in materials over historical use was required if the electric 
power program was to keep pace with demand for electric energy. 

To justify special treatment for the electric power industry, DEPA inaugurated 
a system of project review and materials computation based largely upon experi- 
ence derived in World War Il. This system closely resembled the Controlled 
Materials Plan but preceded the actual imposition of CMP in this emergency by 
approximately 6 months. With the advent of the Controlled Materiais Plan, the 
transition was not difficult and, except for minor adjustments, the methods for 
distributing scarce materials are settled. 

While procedural aspects of the materials and equipment program are estab- 
lished, other parts of that program require increased attention. 

As allocations of scarce material become more strict, more time is required to 
screen and select projects from among the thousands filed with this agency. Simi- 
larly, as allocations of materials to producers of heavy power equipment are 
reduced, review and adjustment of such manufacturers’ order boards becomes 
more frequent and more difficult. 

Finally, as inventories are reduced and materials and equipment become scarce, 
whole projects are retarded for the lack of single items. Demands for expediting 


service have thus come with increaaing frequency and greater urgenev. Aithough 
allocations have been made within quotas received by DEPA for the industry, 
orders for scarce materials have been rejected by the mills. Increased requests 


for special assistance to secure a place on the mulls’ order boards have therefore 
become more frequent. It is hoped that at least this aspect of the program will 
drop off in the near future as the mechanics of CMP are effective and as over-all 
materials allocations among programs and agencies are held within the limits of 
production capacity. 
nder the materials and equipment program, more than 5.000 large construc- 

tion pro‘ects, including approximately 450 generating plants, have been reviewed 
and scarce supplies are being distributed quarterly among those projects on the 
basis of urgency and relative importance. 

Procedures worked out by DEPA ara simple, and the program has been effective 
in securing the maximum power supply within the limits of availal o een 

The industry has not however been allotted for the third and fourth quarters 
of 1951 the materials which it requires to meet future defense and civ ‘lian demands 
for service. DEPA as claimant for the electric industry has received only 90 
percent of that industry’s needs for steel, 84 percent of its needs for copper, 
and 73 percent of its needs for aluminum. Furthermore, substantial quantities 
of these allotments have not been actually received by electric utilities because, 
as noted above, congestion at the mills has caused rejection of orders. 
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LIMITATION ON USI AND DELIVERIES OF POWER 





Where shortages of electric energy develop, DEPA is responsible for allocating 
power among competing users and for establishing a system of priorities in de- 
liveries to power consumers 

Operating through its regional engineers, DEPA has kept a close check on power 
conditions throughout the country, so that local shortages might be anticipated 
and, where possible, steps could be taken to import energy into such areas. Ina 
number of cases where localized problems were involved, energy was made avail- 
able through interconnected companies 

In other areas where, despite all possible help from the outside an energy short- 
age develops, imposition of an order limiting the delivery and use of electric 
power becomes necessary. 

One such order has been issued by DEPA, Order EKO—4, Limitation of Consump- 
tion and Deliveries of Electrie Energy in Pacific Northwest. It is expected that 
i conditions, will establish the pattern 


this order. with modifications to meet 


‘ders if and when needed in other parts of the country 


i 


loca 





Using >A Order EO-—4 as a guide, programs for the curtailment of delivery 
und use of electric energy will provide for the maximum local administration 
possible. The order will be administered by a DEPA representative in the short- 
age area, calling upon advice from a representative group of local citizens. Local 
voluntary cooperation will be solidieted. Orders necessary in the administration 
of the curtailment program will be transmitted through the local power 


I program will be prepared in such a wav as to go into effect 
in successive stages, With serious curtailment provisions such as limitations on new 


connections, brown-outs, and quota limitations to be applied only when and to 





the ex ent necessary to meet immediate shortage problems. 
As of October 1, 1951, judging from loeal aeceptance of DEPA Order EQO-4, 
the first exercise of this curtail 
It is expected that additional limitation order 
into effect because of known shortages; others may be held in abevance, as in 


nent funetion appears to be successful. 


will be prepare | Some will go 


the southeastern section, to be issued if power conditions continue to deteriorate 


It is a basic premise of DIX PA’s power curtailment program that existing 
arrangeme! covering the price at which energy shall be purchased or delivered 
will not be disturbed If power is physically available to serve a defense plant, 
the irtailment function will not be invoked to foree continued deliveries of 
low-cost power hus, instances have occurred where sales of low-cost interrupti- 
ble power have been cut off by the distributor in accordance with contractual 
arrangements in effect with the customer and where an offer to replace such power 
with high-cost energy has been refused by the customer on the grounds of cost 
Si nerg\ available, the problem becomes one of price, and action by DEPA 
is not required Che problem is referred by DEPA to the governmental agency 


interested in the production of that industry. 


EXPANSION AIDS 


Defense Electric Power Administration is also responsible for making recom- 
mendations in connection with expansion aids provided under the Defense Produc- 


tion Act of 1950 and related legislation. Of these, DEPA has been called upon 
primarily in connection with Certificates of Necessity for accelerated tax amortiza- 
tior W hile problems have arisen involy ing the possible use of defense production 


loans or commitments, or other Federal expansion action under the Defense 
Production Act, alternative solutions not involving these defense powers have 
been reached in all cases up to the present time. 

The approach to be followed in the issuance to electric utilities of certificates 
of necessity for accelerated tax amortization was developed over a period of 
several months with the Secretary of the Interior, National Security Resources 
Soard, and Defense Production Administration. No electric utility certificates 
were granted until criteria of general applicability to the industry, but based 
upon the extent and hazard of development ahead of normal by individual 
systems and companies, had been developed and confirmed with these agencies 

By October 1, 1951, 367 applications had been referred to DEPA for review 
involving a total amount of $2,411,585,929, which filings cover approximately 
35 to 40 percent of the total power expansion by privately owned utilities pro- 

DEPA, 
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As of August 18, 1951, when a moratorium was placed by Defense Production 
Administration upon the issuance of all certificates of necessity except hardship 
cases, Defense Production Administration acting upon recommendations of DEPA 
had granted 62 certificates of necessity to eleetrie utilities for plant expansion in 


the amount of $608,134,460, of which a weighted average of 44.1 percent was 
certified for accelerated amortization, and had denied 25 applications. During 
the same period, five certificates were granted for industrial power plants, involving 


$55,768,721, with a weighted percentage of 58.8. 


INDUSTRY ADVISORY COMMITTEI! 


The Ele etrie Utility 1) fense \dvisors ( ouncil was ¢ stabli hed on Ox tober 4, L950, 


by the Seeretary of the Interior, to consult with and advise him and the Administrator 
of Defense Electric Power Administration coneerning the operation of t} eleetrie 
power program This council was selected after giving particular a nt ic to 
the nature and framework of the electric power indust1 eographieal distribu- 
tion of members, and the applicable provisions of the Defense Production Ac 
of 1950. Of a total membership of 30, 21 places were assigned to privateh 
owned utility companies including members of their trade associations, 6 places 
to non-Federal publicly owned svstems including members of their trade asso- 
Clatiol 2 positions to representatives of Federal I ver svstem operations, and 
1 place to a representative from the National Association of Railroad and Utility 
Commis ners Sinee the leetrie power aust! re ila 1, th sual problen 
in connection with small business do not present themselves However, repre- 
sentation to small operators has been assured through the inclusion of a representa- 
tive of the American Publie Power Associatio l National R ira Ele ric 
Cooperative Association. 

This committee does not advise any other agent 

PERSONNI 
As of October 1, 1951, Defense Electric Power Administrati had 157 em- 





ployees, of which LIS were salaried, 35 were WOC consultants (14 inactive). 
l was a \\ \] consultant one Was provided unde ra contrac with a consulting 
company ($50 WAI), 1 was on reimbursable detail from TVA, and 1 employee 
was on loan from Bureau of Reclamation. 

From the beginning, DEPA has made a conservative statement of its . 
requirements, on the assumption that increased appropriations could be obtained 
upon a Supplemental req ) 1 
numbers of WOC consultants because, on the one hand its salaried empl 


< 


“7 , ‘ 
He agence 





have been froz nh at the June 30 leve i, al d on the other hand the workl ad ha 


shown a decided increase since that date. 


SUMMARY OF OPERATIONS 


The general operation of DEPA have been summarized under the appropriate 
headings describing DEPA’s programs 

From October e 1950, ul til Decen he r 1 1950, whe n Defer se Power \dmin- 
istration was formally established as a separate agency within the Department 
of the Interior, the functions of the ageney were performed by the Acting Defense 
Power Administrator and his staff. D. Loring Marlett, on loan from Bonneville 
Power Administration, served as Acting Defense Power Administrator from 
October 1 to December 4, 1950, and until January 4, 1951, as head of the newly 
established agenev. On the latter date, Clifford B. MeManus, Atlanta, Ga., 
took office as Administrator. On April 2, 1951, Ken G. Whitaker, of Chattanooga, 
Tenn., and James F. Fairman, of New York City, took office as Deputy Admin- 
istrators. On July 1, 1951, Mr. Fairman succeeded Clifford B. MeManus as 
Administrator. On October 1, following the resignation of Mr. Whitaker, John 
D. Davis, Washington manager of Bonneville Power Administration, assumed 
office as Deputy Administrator. 





) 
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DEFENSE FISHERIES ADMINISTRATION 


DEFENSE FISHERIES ADMINISTRATION ACTIVITIES, OCTOBER 1950 To OcTOBER 1951 
1. PROGRAMS CONDUCTED 


The programs conducted by the Defense Fisheries Administration are as 
follows: 
a) The claimant agency program, including priority and allocation functions. 
b) Production program (prices and wages). 
c) Manpower program. 
Loan and amortization program, 


2. AUTHORITY FOR PROCRAMS 


Delegation No. 2 of the Secretary of Agriculture to the Secretary of the Interior, 
dated October 13, 1950 (15 F. R. 6998), delegating certain functions as outlined 
in Executive Order 10161 of September 9, 1950 (15 F. R. 6105), with respect to 
the production of fishery commodities, 

Delegation No. 1 of the Defense Production Administrator, dated January 24, 
1951, referring to issuance of certificates under subsection (e) of section 124A 


¢ 


of the Internal Revenue Code as added by section 216°of the Revenue Act of 
L950, ap proved September 2 


> 
0, 
d 


| 1950, 

Departme nt Order No. 127 of the Department of Commerce, dated November 
20, 1950, designating claimant agencies. DPA Order 1, dated May 24, 1951 
{16 F. R. 4913). 

rUAL SUMMARY OF EACH PROGRAM 


The claimant agency program, including prio ily an l allocation functions: 

A direct corollary of the recognized importance of food in the defense effort is 
the necessity for supplying the fishery industry with the materials and equipment 
necessary for its operation. Surveys have been made of the industry’s require- 
ments of controlled materials and other supplies and equipment. These surveys, 
as amended by continuing checks, form the basis for claims against the National 
Production Authority for the industry’s essential needs of materials and equip- 

Very close cooperation exists with the Department of Agriculture since 

Department is the claimant agency for tin container supply and materials 
facilities used in common for processing fish and other foods. The data avai 

in the Defense Fisheries Administration and the knowledge of the Defense 

ies Administration’s specialists are most helpful to the Department of Agri- 

culture in discharging its responsibilities relating to fishery commodities. Simi- 

larly, the Defense Fisheries Administration cooperates with the Navy Depart- 

ment with respect to the joint use of shipyards for Navy and fishery vessel con- 

truction; with the Maritime Administration in connection with coordinated pro- 
volving construction of shipping and fishing vessels; with the Defens 

istration with respect to the shipping of supplies and _ per- 

many industry divisions of the National Production Author- 

h those requirements of fabricated parts, equipment, chemi- 
for which they act as claimants. Representatives of the Defens 

Fisheries Administration have an opportunity to review National Production 

Authority material orders in process which affect the fisheries. This provides an 

opportunity for any adjustment in such orders that would be apparent only to a 

specialist in the fisheries field. 


connection wit 


(b) Production program (prices and wages) 


The volume of fish production is obviously greatly influenced by the level of 
prices and wages; thus, in discharging its responsibility in connection with secur- 
ing adequate fish production for the defense effort, the Defense Fisheries Admin- 
istration is vitally interested in prices and wages. At the request of the appro- 
priate offices of the Economie Stabilization Agency, the Defense Fisheries Admin- 
istration has eontributed price and production data, as well as analyses and 
specialized advice in the determination of ceiling prices for fishery commodities 
and in the solving of fishery wage problems. The establishment of the Inter- 
Agency Fisheries Committee has been most valuable in price ceiling and wage 
administration. Deputy Administrator Maurice Rattray of the Defense Fish- 
eries Administration serves on this committee, together with representatives of 
the Office of Price Stabilization and the Wage Stabilization Board. 
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Manpower program 
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canned tuna, canned Maine sardines, canned California sardines, and fish roe. 
These data, as supplemented currently by the Defense Fisheries Administration, 
will be used to determine the necessity for the establishment of price ceilings on 
them and the level of such prices. 

Problems in the wage field, in the solution of which the Defense Fisheries Ad- 
ministration has participated, include strikes of Alaska fishermen in Bristol Bay 
and refrigeration workers in Alaska: and wage adjustments of Alaska cannery 
workers, Alaska fish reduction workers, Puget Sound cannery workers, Puget 
Sound tendermen, New York filleters, and other groups of employees in the fishery 
industries. As the defense agency primarily responsible for the fisheries program, 
staffed as it is with qualified personnel to deal with economic problems, the De- 
fense Fisheries Administration will continue to be called upon for basic data and 
advice in price and wage problems. 

c) Manpower program 

Since the establishment of the Defense Fisheries Administration on December 4, 
1950, 54 requests for deferment or release from the armed services have been 
investigated and, where justified, assistance was given to the applicants. In 
about two-thirds of the cases, the applicants were given deferments or releases 
from the armed services. 

The Defense Fisheries Administration in February 1951 applied for a revision 
of the Department of Labor’s list of critical occupations with respect to ship- 
masters, ship pilots, and mates and engineers on fishing vessels. Formerly, these 
occupations on fishing vessels were excluded from the list As a result of the 
application, the Department of Labor changed its definition so that fishermen in 
these occupations are now treated in the same way as similar licensed officers in 
other marine industries. 










d Loan and amortization program 

Numerous requests for information on loans and certificates of necessity have 
been received. Formal applications have mostly been forestalled by explanation 
to possible applicants of the criteria required to be met All formal applications 
received to date have been denied, the Defense Fisheries Administration being 
of the opinion that the additional fishing craft, shore equipment, or plants in- 
volved were not essential to the defense effort 

Members of the fishery industry will continue to look to the Defense Fisheries 
Administration for advice on loans and certificates of necessity, and formal 
applications will continue to require review and final recommendation for approval 


or denial. 





























INDUSTRY ADVISORY COMMITTEES 











Administration has five industry advisory committees. 
} 


The Defense Fisheries 
It was decided that five separate committees would be preferable to one over-al 
committee beeause of the divergent interest and geographical locations involved. 
The committees are: Canned Salmon Industry Advisory Committee, California 
Canned Fish Industry Advisory Committee, Fresh and Frozen Fish Industry 
Advisorv Committee, East Coast and Gulf Canned Fish Industry Advisory 
Committee, and the Industry Advisory Committee for tl s lr dustry. 

The membership for these committees was selecte jointly DY the Lye fens 
Fisheries Administration, the Office of Price Stabilization, and the Produetior 
and Marketing Administration of the Department of Agriculture. The same 


used by all of these agencic In appointing industry representa 


eC By product 


t 
| 


committees are l 
tives to serve on these committees, the criteria for selection as set forth in title VII 


section 701 of the Defense Production Act of 1950 were closely observed. Cons 
quently, there will be found on eacl committee “representation for independent 
small, for medium, and for large business enterprise for different geographical 
areas, and for trade association members and nonmembers. * * me hy 
Defense Fisheries Administration has f« d that these criteria were very satis 
factory in providing wide representation for its committees 

When labor problems are the bjeet of discussion, informal consultations ar 
held with t he proper repre ntative of labor 


6. DEFENSE FISHERIES ADMINISTRATION STAFI 


The present staff of the Defense Fisheries Administration consists of 13 persons 
all in the classified service. Administrative, legal, informational, and field services 
are being contributed by the Fish and Wildlife Service 
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PETROLEUM ADMINISTRATION FOR DEFENSE 


OPERATIONS OF THE UNDER DEFENSE PRODUCTION Act oF 1950, OcroBER 1950 
To OcroBER 1951 


1. Programs conducted by the Petroleum Administration for Defense: 

A. Determination and forecasts of demand for crude petroleum and its products 
are made 

(1) Under normal peacetime and mobilization conditions on a national 
and on a world-wide basis. 
(2) Under assumed requirements for all-out war. 

B. Determination of the availability of crude petroleum by areas within the 
United States, and by countries (excluding the iron curtain 

C. Determination of potential refining capacity by areas within the United 
States and by countries throughout the world. 

D. Determination of the transportation capacity of all facilities commonly used 
in transporting petroleum or its products. These facilities include pipelines, tank 
cars, tank trucks, barges, and tankers. 

E. Comparison of capacities and availability determined under B, C, D, with 
demands under A and determination of the deficiencies in availability of petroleum, 
refining capacity, and transportation facilities, with respect to type, extent, or 
area deficient and expansion required to meet the forecast of normal peacetime 
and mobilization demands, and the assumed requirements for all-out war. 

F, Determination and forecasts of demand for natural gas and manufactured 
gas 

(1) Under normal peacetime and mobilization conditions. 
(2) Under assumed requirements for all-out war. 

G. Determination of the availability of natural gas by areas tn the producing 
fields. 

H. Determination of potential capacity for production of manufactured gas. 

I. Determination of the transmission capacity of 

(1) Natural-gas gathering systems. 
2) Trunk pipelines. 
(3) Distribution svstems. 

J. Comparison of capacities and availability determined under G, H, and I, 
with demands determined under F, and the determination of deficiencies in 
availability, gathering capacity, transmission capacity, manufacturing capacity, 
or aistribution capacity, with respect to type, extent, or area deficient and expan 
sion requir2. to meet the demancs for normal peacetime and mobilization and the 
assumeau requirements for all-out war. 

K. Determination of capacity of those supporting industries which. contribute 
all or most of their output to the petroleum industry; for « xample, oil-field equip- 
ment manufacturers, catalysts, tetraethv] lead. The determination of quantities 
of products of such manufacturers required to meet the petroleun program, an 
the amount and type of controlled materials needed by these industries to assure 
that each operates not only at required capacity but also to pro ide expansion 
capacity is or will be deficient under defense-mobilization demands. 

L. Determination of materials required under the foregoing programs 

(1) ‘To maintain current capacity. 
(2) To provide the essential expansion in capacity determined as necessary 
under E and J. 

M. Claimed for materials required under L before NPA and DPA for all 
segments of the domestic petroleum industries and supporting industries; and 
directly ana through the medium of the Foreign Petroleum Materials Committee 
present requirements for materials for foreign operations. 

N. Distribution of materials allottea to PAD by DPA: 

(1) Distribution to the operating units within each segment of the quanti- 
ties of materials determined by PAD or FPMC as required in the i 
of a balanced petroleum and gas program, world-wide. 

(2) The allocation and distribution are carefully worked out to provide 
the most equitable allocation and distribution possible, giving priority from 
time to time to the segment or project most urgently needed under the defens¢ 
mobilization program. 

O. Determination of the extent and manner to which the incentives for expar 

sion of capacity are required in each segment of petroleum and gas industri 
in the supporting industries. ‘These incentives include certificates for 
erated amortization, defense loans, contracts, and commitments. 


} 
i 


e interests 


i 
i 
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\uthorities from which PAD derives its powers to carry on the portion 
-mobilization program with respect to petroleum and gas are 


following list: 
se Production Act of 1950 (64 Stat. 816; as amended; 50 U.S. C 
2071). 
Order 10161, p iber 9, 1950 (15 F. 
Order 10200, January 3, 1951 (16 F 


Janu y 24, 1951 (16 


» 30, 1951 (116 F. R. 6406 
16 F. R. 6401; as amended Ai 


2591, October 3, 1950 
1950, | ‘ . 9529, as amended Jan. 2 


195 


1, 16] t. 2896 
of 1950, September : 1950 (64 Stat 

epartment Order 2193 established the Oil and Gas Division as a fune 
retary’s office. Interior Department Order 2602, issued December 
erred to PAD most of the Oil and Gas Division functions exeept the 

the inolly Hot-Oil Act. 
thority is the Defense Production Act of 1950, and 
eertam power! and functions 
lefense mobilization program. 
powers and function 

its with re pect to ce rtificates 
‘ the cost of new 


This authority 


Order 10200 
uthorit previousi made 
tablished this authority 
istration with provisi 
and ga previou 
ated to im by 
as accomplished by Delegation 1, whi 
nterior powers with 1 ct to petroleum and 
se powers inclu 
Ss and 
‘laimant ageney for materials and facilit ‘ovision for other agenci 
Department of the Interior to clain ‘troleum, gas, solid fuels 
ower, 


nendations on certificate 


relating 
delegated 


yf the Interior is 
Petroleum Administration 
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Interior as Administrator and with a Deputy Administrator to be appointed by 
the Secretary. - is order, together with amendments, delegated to the De 
Administrator most of the functions and pow ( received 
Executive Orders 10161 and 10200 and DPA Delegation 1 with resp to peti 
leum and gas. 











Interior Order 2591 specifies the following functi 

1) The determination of requirements of various claimant agencies for p 
leum and gas. This function has been exercized in an informal manner 
to most products there Dave ot peen Critical SUDDILV DI yb] mms 

2 Allocation of pe roleum and gas among said claimants and, er appr 
priate circumstances, to the publie and industry in genera Phis functior 
not be exercised until there is an insufficient amount of petroleum and gas to pr 
vide all of the claimants wit he amounts they need 

(3) The establishment ef programs and polici with respect to tl per 
of petroleum and gz dus Che vario progral f PAD ined al é 
are being operated under this broad provision with the objective of insuring addi- 
tional petroleum and gas facilities to meet increasing demands for petroleum, gas, 
and their prod cts 

1) The development with other Government agencies of arrangements relat 
to industry operations, materials, manpower procurements, financing loans, « 
Under this authoritv the PAD has worked out arrangements with o r Gove! 
ment agencies whit are treated in the ‘‘Cooperative Operatior with Ot 

C) | ed below 

5) Claimi mn behalf of, and distribut to, petroleum and gas industrie 
material facilitic and commodities This tre neti and resp 
which has received the most attention from PAD The suecessful prov 
petri leum, Las, § nd tne pre duct ce per ds basically on adequ: material i 
is, of course, primary in the anticipation and avoidance of supply problems that 


this first step receive first consideration Activities under this responsibility are 
the allocation of steel, manufacture of oil country tubular goods, and d 


of the finished materials to users under the jurisdiction of PAD 
(6 Re os mmmendati Mis fi r necessity ce rtificates ll der 2 Cnority wl ( 
source in the Internal Revenue Act of 1950 and the Internal Revenue Code 


rtization for tax purposes when this is neces- 


sary in the ju iment of Pp AD to r vide incentive to eo ruct new or pNance 





facilities for defense purposes in the petroleum and 
as ®% recommending agency only. The Defense Production Administration bas 
finel authority in the issuance of these certificates 

7) Voluntary agreements under section 7JOSA of the Defense Production A 
The Petroleum Administraton has initiated and brought into being in aecord: 








with statutorv requirements a vi agreement relating to the supply « 
petroleum to friendly nations 1951). A Foreign Petroleu Sup} 
Committee and appropriate subcommittees heve been established to advise the 
Administration as to actions which can be taken to alleviate petroleum pr lems 


abroad. 

8) Issuance of petroleum and gas industries orders and directives N 
included in this ‘eport 

(Y Intera reney relations The PAD is related to other defense a ! eS lt 
the defense set-up. The Defense Production Aet sets out the policy which is to 
be fe llowed by PAD and other Government arencis i! the defense 
PAD acts as @ claimant agency before the Defense 
and industry committees ot NPA, presenting its I 
PAD maintains close relationship with NPA on operating mee 
cedures, and several agreements have been worked out between the two to 











elimins.te overlappil . TeEsp msibili eS al d este.bli sh as und « re anizeti matipatt 
Agreements have been worked out with other defense agencies and informes.| work- 


ing relationship established with OPS, where appropriate. Other ager 
as Defense, State, ECA, and OIT are related to PAD activities both by d 
contact and interagency ‘Ommiuibtees The Secretary of the Ir terior hi: ade 
available to PAD the services of several of the bureaus of the Department of the 
Interior 

10) Loans, purchases, and commitments PAD has the function of recon 


mending t} at Aas he ors nted in speeifie cases with re nect to netrolenm 
considered necessary to promote the defense mobilization program Ind | 
cutive Order 10281 application for defense loans is made to the RF¢ lo erat 


a defense loan the RFC must obtain from the DPA a certificate of esse? 
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The DPA in turn relies upon the PAD for a technical report and analysis of all 
loan applications covering petroleum and gas facilities. 

(11) Requisitioning of property. 

12) Internal administration of PAD. 

(13) Creation and appointment of industry advisory councils and committees. 
The PAD actions under this authority are discussed below in connection with 
industry advisory committees. 

(14) Power to redelegate any powers or authority given under this order. 
This power to redelegate has been exercised by the Deputy Administrator to a 
limited extent. Most of the delegations within PAD have concerned only the 
signing of correspondence, the processing of requests for priorities assistance, and 
other matters directly related to effective administration. As required by the 
order, these redelegations are limited to PAD or other appropriate Government 
officials 

DPA Order 1, issued by the Defense Production Administrator May 24, 1951, 
designated the claimant agencies which were designated as claimants to present 
requirements to DPA for programs and areas as specified. PAD was given this 
authority with respect to production, processing and refining, and distribution of 
petroleum and gas. 

NPA Delegation 9: See Agreements in question 3. 
DTA Delegation 6: See Agreements in question 3. 
DPA Order 1: See above. 


See Acreements in question Zz. 


l 
NPA Delegation 1! 
1 l 


3: 
ce 


NPA Delegat 

Supplement 1 to 

NPA Delegation 13: NPA delegated to PAD the authority to reschedule 
deliveries. 

™ 3..In regard to cooperative operations with other agencies, there are various 
agreements and delegations, both from and to the Petroleum Administration for 
Defense, which evidence working arrangements: 

A. NPA-PAD agreement, dated November 15, 1951: 

(1) PAD to serve as claimant agency before NPA for materials for domestic 
petroleum and gas operations. PAD to handle all petroleum and gas matters. 

(2) PAD to distribute materials for the petroleum and gas industries. 
Programs and procedures to be worked out by PAD and incorporated in 
NPA orders and regulations. NPA to delegate any necessary authority 
to PAD. 

(3) Special arrangements to be made, when necessary, regarding machinery 
and materials used primarily by oil and gas operators, and NPA to delegate 
necessary authority to PAD. 

t) Special arrangements to be made for the distribution of some special 
petroleum or gas products. 

(5) NPA and PAD agreed to maintain close liaison. 

NPA-PAD agreement, dated January 17, 1951: 
1) NPA agreed to delegate to PAD its authority over production and 
distribution of 
(a) Tetraethy] lead fluid. 
b) Petroleum cracking catalysts. 
(c) Special inhibitors used in gasoline. 
(d) Lubricating oil additives. 
e) Fluids and additives made specially for oil and gas drilling and 
for demulsifiers. 
2) PAD agreed to delegate to NPA authority over production and dis- 
tribution of 

(a) Carbon black. 

(6) Ammonia. 

(c) Butyl or other synthetic rubber. 

(3) PAD agreed to delegate to NPA the distribution of: 

(a) Petroleum coke. 

(b) Naphthenates. 

(c) Chemical grade aromatics—benzene, toluene, xylene, ethyl benzene, 

styrene, other purified aromatics. 

Oxygenated compounds—alcohois, aldehydes, ketones, organic acids, 
Phenols and phenolic compounds. 
Insecticides, fungicides, and herbicides. 
White oil petrolatum, ete. 
Special waxes and polishes—not paraffin or crystalline. 


on See Agreements in question 3. 
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(t) Detergents 
(j) Plasties. 
(4) NPA agreed to delegate to PAD the authority over production and 
distribution of various types of oil field machinery and equipment. 

C. PAD-Defense Transport Administration Agreement, dated June 27, 1951: 
To make more effective use of domestic transportation facilities in moving petro- 
leum. No delegation was thought necessary. 

D. NPA Delegation 9: Delegates authority of NPA to the Secretary of the 
Interior over the production and distribution of certain industrial chemicals: 

(1) Tetraethyi lead fluid. 

(2) Petroleum cracking catalysts. 

(3) Special inhibitors. 

(4) Lubricating oil additives. 

(5) Fluids and additives made specially for oil and gas drilling and for 
demulsifiers. 

Kk. NPA Delegation 13 to the Petroleum Administrator for Defense and Other 
Officials of PAD: Delegates the authority to issue authorizations and directions, 
either unconditionally or subject to conditions. This covers the use, delivery, 
receipt or distribution of materials. Supplement 1 to this delegation delegates 
the authority to reschedule deliveries of controlled materials. In effect, Delega- 
tion 13 gives authority to PAD to issue its own construction orders and regulations. 

F. NPA Delegation 14: Delegates authority to the Petroleum Administrator 
for Defense and to other agencies authority to process applications for construc- 
tion under NPA Order M—4 and CMP Regulation 6. The delegation to PAD 
pertains to facilities for the production, processing, refining and distribution of 
petroleum and gas facilities and the production, processing and distribution of 
products listed in Delegation 9. 

G. PAD Delegation 1, dated April 18, 1951: 

(1) This delegation delegated to NPA the authority over production and 
q distribution of: 

(a) Carbon black, including channel black and furnace black. 

(6) Ammonia. 

(c) Butyl rubber (copolymer of isobutylene and isoprene), S type 
rubbers (copolymers of butadiene and styrene), N type rubbers (co- 
polymers of acrylonitrile and butadiene), and polybutadiene rubbers. 

2) PAD delegated to NPA the authority over distribution of: 
(a) Polymers of isobutylene having a molecular weight of 10,000 and 
higher and free of other substances. 
(b) Naphthenic acid and naphthenates, copper and other metallic. 
(c) Chemical grade aromatics except mixed cuts used for fuel or sol- 
vents: 
(aa) Benzene. 
(bb) Toluene. 
(ec) Xylene. 
(dd) Ethyl benzene. 
(ee) Styrene. 
(ff) Other purified aromatics. 
(d) Oxygenated compounds such as: 
aa) Alcohols. 
(bb) Aldehydes. 
(cc) Ketones. 
(dd) Organic acids. 
(e) Phenols and phenolic compounds. 
(f) Insecticides, fungicides, and herbicides. 
(g) White oil petrolatum and other oils used for medicinal, pharma- 
ceutical, and cosmetic purposes. 
(h) Special waxes and polishes (excludes paraffin waxes and micro- 
crystalline waxes). 
(7) Detergents excluding sulphonates. 
(j) Plastics such as Polythene, 

H. PAD Delegation No. 2, dated May 14, 1951: This delegation delegated 
authority over the distribution of petroleum coke to the Administrator of the 
Defense Solid Fuels Administration. 

I. DTA Delegation 7, dated May 7, 1951: This delegation by the Defense 
Transport Administration delegated to PAD the authority to exercise control 
formerly held by DTA over facilities for bulk (tank) storage of petroleum and 
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gas. The reason for this delegation is that storage of petroleum products 
closely integrated with the refining and marketing thereof. 

J. PAD is undertaking to work out a definite working arrangement with th: 
Federal Power Commission since both agencies have duties and responsibilitie: 
with respect to the natural-gas industry. The purpose of the arrangement wou 
pe to assure: 

(1) The maximum interchange of assistance and information between the 
two agencies which is consistent with the effective discharge by each agency 
of its duties. ; 


2) A minimum of interference by either agency with the accomplishment 


ie other of its proper objectives. 
haa 


a 


representation on the following interagency committees: 
» of Defense Mobilization: 
Foreign Materials and Requirements. 
Defense Transportation and Storage 
se Production Administration: 
rogram and Requirements Committee, 
rogram Adjustment Committee 
ources Expansion Committee. 
efense Production Information Committe 
| Production Authority: Numerous committees dealing with materials 
and equipment 
Defense Transport Administration: Interagency Advisory Committee o1 
Defense Transportation and Storage and Port Utilization 


j 


the PAD chairmans two interagency committees: 
1) Foreign Petroleum Committee, PAD chairman; Department of Defense 
Munitions Board, Office of Petroleum Programs); Department of Com- 
merce (Office of International Trade); Department of Commerce (Maritime 
Administration); Department of State; Economic Cooperation Administra- 
tio Defense Production Administration; and National Production Au- 
thority. 

2) Foreign Petroleum Materials Committee, PAD chairman; National 
Production Authority Department of State; Department of Defense 
Department of Commerce (Office of International Trade); Defense Productio: 
Adm tration: and Economic Coorpeation Administration. 


inl 
ie PAD has cooperative agreements with the Bureau of Mines and the United 
( 


reological Survey, under which these agencies furnish special statistic: 
and carry on technieal field studies of direct value to PAD in carrying out 
sponsil ilities in defense mobilization. 
the foregoing formal and informal cooperative operations with 
rencies, PAD has worked closely with the Federal Power Commission re- 
to natural gas matters and with the Interstate Oil Compact Commission 
h the individual State regulatory bodies, particularly the Texas Railroad 
of Conservation. PAD undetakes to 
‘ organizations currently informed on supply and demand programs on 
solicits and has received cooperation in making more effective PAD’s pro 
with respect to drilling of wells and production of oil and gas. Additionally 
‘ason of the so-called Bow amendment to the Defense Production Act, PAD 


aaron to 


and the Louisiana Department 


] } 


osely with State regulatory bodies with respect to restrictions on the use of 


c 
al o¢ 
i 22s 


he studies, surveys, and foreeasts outlined in section I of this report have been 
compiled and are being currently kept up-to-date. 

As a claimant agency, PAD has consolidated the requirements for controlled 
materials disclosed by the studies and has presented these requirements to the 
National Production Authority and Defense Production Administration. Quan 
tities allocated to the petroleum and gas industries are then distributed by PAD 
to all segments of the petroleum and gas industries making the distribution as 
equitable as possible, but at the same time giving priority where necessary to 
expedite progress toward meeting production goals under the over-all defense 
mobilization program. 

One phase of the distribution program seems to be working satisfactorily. 
At the request of PAD, NPA issued a directive to pipe mills producing oil country 
tubular goods, particularly oil well casing, tubing, and rotary drill pipe. Under 
this directive, PAD asked for and received the quantity of pipe determined to be 
necessary to drill a minimum of 43,400 wells during the calendar year 1951, which 
drilling had in turn been indicated as necessary to maintain the national producing 
capacity of petroleum and gas, and to provide additional amounts necessary for the 
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discovery of new deposits of petroleum and gas. This phase of the program appears 
to be running slightl 1 

wells indicated will be slightly exceeded and that at least in number discoveries 
of new fields are exceeding the discovery rate in 1950 


\ ahead of schedule with the it licati I that the number of 





All programs for expansion of facilities are behind schedule, and 
further slippage unless more steel and copper are made availablé for the constru 
tion of ol pipe tines, gas transmission lines, and ren constructior 

Materials requ struction of new facilities must be applied 
Form PAD-—26. vere made available to | es in Mav 195 
and the first application vere received June 11 Through September 30, 2,262 
applications had been received for domestic operatior Of these, 1,761 had 
approved and issued, 115 were deferred or handled otherwise, and 386 were st 
under study. 

Ninety-five of the approved and issued applicati for authoritv to constr 
concer! retinir vy capaci V al d proy { a total inereas i eanacit as f ows 
Crude run ecapacit» 777,495 
Alkvlate production (for aviation gasoline 26,210 
Catalytic cracking capacity 154.100 
Catalytic reforming : 105.105 

Additional applications on hand indicate that the refining segment of the 
petroleum industry is planning expansion at a rate adequate to meet the program 
considered necessary through 1953 If materials of construction were available, 
it would appear that the program could be met. The actual program is lagging 
because of shortage of materials. Of the materials allotted for refinery construc- 
tion in the third quarter of this vear approximately one-third could not be 
obtained. The record for the fourth quarter will probably be somewhat better 


but present indications are that at least one-fifth of the allotted materials will not 
be delivered. The interference with construction schedules is greater than the 
percentages indicate. 

It is optimistic to look for completion of refining facilities in less than 18 
months to 2 years with present materials deliveries. Furthermore, after allow- 
ance is made for materials needed to build urgently needed facilities for military 
aviation gasoline and other products in critical short supplv no material appears 


available in the first quarter of 1952 to start construction of the additional 
refinery projects which must be approve d to eet the program The time 
required for the construction of refinery facilities will make it impossible to 
retrieve lost time Unless the approved projects receive the allotted materials 
as scheduled and the required new projects can be given allotments in the first 


and second quarters of 1952 the program cannot be fulfilled. 


Intil the shut-down of Iranian oil production the short term domestie supply 
Until the shut-down of I | product t] 1 t 
and demand for petroleum products were in balanee. The Iranian crisis has so 
far been me yy reauction In StOCKS. shortage of some products, notably fuel 
far | t by luct toc] \ short f 1 bly f 
oil, is probable this winter. Regardless of the ultimate restoration of Iran to 


production there is little or no available surplus capacity to meet all-out war 
demands. Experience during World War II indicates that the maximum which 
can be saved by the most severe rationing will be at best barely sufficient if there 
are no losses of capacity by enemy action, sabotage, or from other causes More- 
over, the programed expansion assumes restoration of Iran to production and 
is adequate only for the stepped-up industrial and defense demands of the present 
period of partial mobilization plus the normal growth of civilian demand with 
the result that no reserve capacity is now being provided. If material shortages 
prevent fulfillment of the program the demands of partial mobilization cannot 
be met without recourse to rationing and the demands of full mobilization cannot 
be met with any degree of rationing that will not itself impair defense Any 
facilities for reserve against enemy action or sabotage must be added to the 
present program. 

The supply situation for aviation gasoline is particularly acute, and special 
efforts must be made to assure the construction of the necessary alkylation plant 
capacity. 

The increased demand for motor gasoline and for aviation gasoline has greatly 
increased normal requirements for tetraethyl lead. Manufacturing capacity 
for this preduct is not expanding rapidly enough to meet the indicated require- 
ments although the plants planned or under construction will probably be suffi- 
cient except for delays in obtaining the necessary materials. On a current basis, 
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the production of tetraethyl lead is jeopardized by restrictions on the availability 
of metallic lead. The supply of tetraethyl,lead has been tight for several months 
with restrictions in effect to limit its useage and attempt to build a stockpile for 
emergency requirements of the military. The military requirements must be 
met, hence any further restriction in availability will have an immediate impact 
upon the quality of motor gasoline available to the general public and ultimately 
may have an effect upon the amount available. 

Under the incentive plan for expansion of industries contributing directly to 
the defense effort, PAD has the responsibility for reeommending to DPA certifi- 
cation for accelerated amortization for tax purposes of qualified projects which 
meet the standards. 

A total of 808 applications for certificates have been received from DPA; 355 
recommendations have been made for the issuance of certificates, and 85 denials 
have been recommended. PAD has pending 368 applications upon which action 
is suspended by the moratorium. 

5. The Gas Industry Advisory Council is established under section 701 (b) of 
the Defense Production Act of 1950. It was established in March 1951, by the 
Secretary of the Interior, for the purpose of obtaining advice from the gas industry 


(both natural and manufactured gas) in connection with the gas defense respon- 
sibilities delegated to the Seeretary of the Interior under the Defense Production 
Act. Members of this council were appointed by the Secretary of the Interior 
with careful consideration being given to assure adequate representation from 
large and small companies and all geographic areas of the country. Advice of this 
council is available to other governmental agencies. 

The Secretary of the Interior, with the approval of the Attorney General, has 
made available to PAD the services of the National Petroleum Council which was 
created in June 1946, by the Secretary of the Interior, at the express suggestion of 
the President, to provide advice and counsel on national oil and gas matters and 
to serve as the channel of communication and liaison between the Federal Govern- 
ment and the petroleum industry. The membership of this Council was carefully 
selected to assure that all segments, such as production, refining, marketing, etc., 
of the petroleum industry would have appropriate representation from all geo- 
graphic areas of the country with due regard to the interests of both large and 
small oprators. This Council is the peacetime equivalent of the Petroleum In- 
dustry War Council and has served the Federal Government continuously since 
its inception. Services of NPC have been and are available to other agencies of 
the Federal Government through the Secretary of the Interior. 

The Secretary of the Interior and Petroleum Administrator for Defense ar- 
ranged, through ODM and DPA, for the appointment of 19 companies to member- 
ship on the Foreign Petroleum Supply Committee established under terms of the 
voluntary agreement relating to the supply of petroleum to friendly nations which 
was authorized, after consultation with the Attorney General and the Chairman 
of the Federal Trade Commission, by the Director of Defense Mobilization in 
accordance with the provisions of section 708 of the Defense Production Act of 
1950. The Committee is composed of the 19 American companies engaged in 
foreign operations which are participants in the voluntary agreement. The 
agreement authorizes the formation of this Committee and its subcommittees to 
consider and make recommendations designed to prevent, eliminate, or alleviate 
shortages of petroleum supplies in friendly foreign nations which threaten to 
affect or which do affect adversely the defense mobilization interests or programs 
of the United States The work of these committees has consisted of making 
surveys of supply and consumption of petroleum in foreign areas and the recom- 
mending of measures to offset the deficit of crude oil and refined petroleum products 
resulting from the interruption of petroleum operations in Iran. ‘The members 
of the committee and its subcommittees are appointed by the Administrator from 
the participating companies as provided in the voluntary agreement. No 
participating company, large or small, which desires it, is denied representation 
on any committee under the voluntary agreement. ‘The work of these committees 
in the making of surveys and the determination of stock levels and consumption in 
friendly foreign nations exclusive of Mexico nad Canada is utilized by the De- 
fense Department, State Department, Economie Cooperation Administration and 
the Office of International Trade and United States Maritime Authority of the 
Department of Commerce. 

6. At the close of September 30, 1951, the PAD staff had 353 employees on its 
roll. Of these, 288 occupied classified positions, 27 are administrative, executive, 
or technical personnel serving without compensation appointed under section 
710 (b) of the Defense Production Act of 1950, 31 are part-time consultants 
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serving without compensation appointed under 710 (b) of the Defense Production 
Act, and 7 employees are experts or consultants with compensation appointed 
under 710 (c) of theDefense Production Act. 





DEFENSE MINERALS ADMINISTRATION 


REPORT ON OPERATIONS FROM OcTroBEeR 1950, To OcroBeR 1951, TO THE JOINT 


COMMITTEE ON DEFENSE PRODUCTION, CONGRESS OF THE UNITED STATES 


The Defense Minerals Administration was formally established on December 
4, 1950, by the Secretary of the Interior, Oscar L. Chapman, to carry out the 
functions vested in the Secretary with respect to the maintenance and the increase 
of production of essential minerals and metals under the Defense Production Act 
of 1950, 

AUTHORITY 


Executive Order 10161, dated September 9, 1950 (15 F. R. 6105), delineated 
the functions of the Secretary of the Interior with respect to the formulation of 
programs for increasing the supplies of essential minerals and metals, the initiation 
of governmental action or assistance to achieve such increases, and the encourage- 
ment of the exploration, development, and mining of strategic and critical metal: 
and minerals. On December 18, 1950, priorities and allocations powers with 
respect to metals and minerals and mining equipment and machinery were vested 
in the Secretary by NPA Delegation 5 (15 F. R. 9195). 

NPA Delegati 5, in effect, established a point of processing for each listed 
mineral or metal up to which the Department of the Interior would exercise 
priorities and allocations powers but beyond which the National Production 
Authority would exercise such powers. Thus, for exan ple, in the case of alumi- 
num, Interior was given responsibility up to, and including, production of pig 
aluminum, but the power to allocate pig aluminum and all subsequent shapes 





and forms of aluminum remained in NPA. Jurisdiction over steel-making was 
retained in NPA, but Interior was given responsibility for iron ore and con- 
centrates, limestone, and ferro-alloying ores and concentrates. Corresponding 


divisions of claimant responsibilities with respect to production facilities were 
also specified. The responsibilities of Interior for the recommendation of govern- 
mental financial assistance to the industries concerned also followed the same 
lines of demarcation. 

By Order No. 127, dated November 20, 1950, of the Secretary of Commerce, 
the Secretary of the Interior was designated claimant for materials for the mining 
industry. Similar functions were vested in the Secretary under subsequent 
Executive orders and delegations. 


SUMMARY OF FUNCTIONS 


Within the framework of its responsibilities in the defense program and t 
powers delegated to it, the Defense Minerals Administration has performed t 
following functions: 

1. Assembly of data on the availability of minerals and metals, from both 
domestic and foreign sources, and on requirements for such materials as reflected 
in determinations of other defense agencies as to the needs for fabricated metal 
and metal products, 

2. Designation of scarce materials, particularly in connection with the anti- 
hording provisions of the Defense Production Act of 1950. 

3. Formulation and recommendation to the Defense Production Administration 
of programs designed to assist industry in expanding the output of minerals and 
metals to fill the gap between the Nation’s requirements for such materials and the 
supply which could be anticipated without the employment of financial aids and 
incentives by the Federal Government. 


—_ 
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! Powers with respect to mining machinery and equipment were later revested in the Secretary of Com- 
merce (DPA Delegation 1, as amended May 15, 1951, 16 F. R. 4594; NPA Delegation 5, as amended May 
22, 1951, 16 F. R. 4907). 

2 Executive Order 10200, dated January 3, 1951 (16 F. R. 61); DPA delegation 1, dated January 24, 1951 
(16 F. R. 738), amended May 15, 1951 (16 F. R. 4594); DPA delegation on exploration by letter dated Feb- 
ruary 28, 1951; DPA Order 1, dated May 24, 1951 (16 F. R. 4913); NPA Delegation 14, dated June 7, 1951 
(16 F. R. 5401), amended July 11 (16 F. R. 6735), August 3 (16 F. R. 7628), September 25 (16 F. R. 9784); 
NPA Order M-78, dated August 6, 1951 (16 F. R. 7765), amended September 21 (16 F. R. 9724); Executive 
Order 10281, dated August 28, 1951 (16 F. R. 8789); DMPA delegation dated September 14, 1951 (16 F. R. 
9446). 
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cannot be made privately or under the RFC Act and if their essentiality is certified 
by DPA. The role of DMA is essentially the same as for contracts and for other 
forms of assistance. DMA examines the proposal for technical feasibility and 
states its opinions about the economic aspects of the project. Then, DMA 
submits this report with its recommendation to DPA if the project is considered 
to be a good one within the context of the appropriate mineral expansion pro- 
gram(s). 

Foreign loans are negotiated and signed by the Export-Import Bank and so far 
have been on their funds. Thus, DMA has merely recommended the projects at 
a very early stage to the Export-Import Bank, generally without making the cus- 
tomary detailed technical and economic analysis. 

Other purchase contracts have also been used. Some foreign guaranteed price 
contracts based on ECA funds have resulted from cooperation between ECA and 
DMA which parallels the DMA-Export-Import Bank liaison. Purchases for the 
stockpile by the Emergency Procurement Service of GSA have often involved 
cooperation between EPS and DMA of the same sort. None of the above involved 
DPA certification. Some spot-purchase contracts above United States ceiling 
prices for maintaining imports have been certified by DPA after DMA recom- 
mendation, but these are just as often initiated by NPA or ESA because their con- 
sumption or price aspects are more important than any features of expanded 
outpu 
Research grant contracts have not vet been recommended although there are 
eral very important projects which are budgeted. The delay has been largelv 

use of legal problems involved. 

During the early stages of DMA’s operations, when the development. of 
individual commodity programs was being initiated and the determination 
of adequate levels of expansion of supply was hampered by a lack of firm require- 
ts data, a number of recommendations for assistance to individual projects 
forward by DMA prior to the completion by DMA or adoption by DPA 
ble commodity programs. Such cases were confined to minerals in 
y short supply and to instances where it was clear that the anticipated 
projects involved could not possibly exceed the amount of the short- 
tine the Nation. Thus, initiation of reeommendations on some of the 
| and urgent expansion projects was not delayed pending completion 
re precise formulation of the associated programs which it became 
» do later. As those programs were subsequently recommended and 
they reflected, of course, the additions to supply expected to be realized 

individual projects previously recommended. 


0 0 yn urces 


shaping of minerals supply-expansion programs, an important consider- 
een the extent of the availability of supply from foreign sources. In 
a few minerals, the United States must depend almost wholly on 
es for its supply, since deposits of such minerals within its own 
infinitesimal; in others, such as manganese and tungsten for example, 
ijomestie sources, though more costly, can be increased to meet at 
of the deficit when supplies from abroad are diminished or prove 
to meet greatly enlarged requirements. In still others, foreseeable 
United States in the near future dictate that even though domestic 
idequate to meet current requirements, foreign sources be develope 1 

nple supplies in the future. 
[DD MA’s interest in such factors as they must be accounted for in the 
( ul: 1 of programs for the assistance of domestic producers, it has been a 
contributor to efforts to increase production of strategic and critical minerals in 
ign lands. Thus, it has been instrumental in providing technological advice 
; to the Export-Import Bank, which makes loans for foreign mining 
and the Emergency Procurement Service of the General Services 
ration, which makes procurement contracts with producers of minerals 
i sources as well as domestic producers. Facilities of the Bureau of 
he Geological Survey have been used extensively in connection with 

y functions. 

‘onsulting services have been furnished to the Economic Cooperatiot 
ration with respect to programs in foreign areas involving mining anc 
nineral-processing facilities Cooperative arrangements have been develope: 
with the ECA and the Office of International Trade, the designated claimants for 
foreign requirements for materials and equipment (other than those for Canada) 
and the Canadian Division of NPA, to assure that the essentialitv of the need 
for materials and equipment being claimed for foreign mines is properly gvaluated 


1 
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in presentations of such claims to the Defense Production Administration and the 
National Production Authority by ECA, OIT, and the Canadian Division of 
NPA. These efforts help to assure that the flow of critically needed minerals 
from foreign sources to the United States and friendly nations will not be impeded 
by lack of materials and equipment required to maintain and expand production. 
Interior’s representation on the NPA’s Foreign Facilities Committee provides 
the DMA an opportunity to contribute to the evaluation of foreign projects which 
may increase the availability of metals and minerals, and, in cases meriting 
endorsement, to give its active support. 

Another phase of DMA’s participation in activities pertaining to foreign 
minerals programing has been its work with the International Materials Confer- 
ence. Members of the staffs of the DMA and Bureau of Mines have served as 
members of the interagency groups ‘‘backstopping” the United States representa- 
tives on the various commodity committees of the International Materials 
Conference, dealing with international allocations of critical materials, including 
metals and minerals, price stabilization, and the increase of supplies 

On June 22, 1951, the Secretary of the Interior invited the heads of other Gov- 
ernment agencies having an interest in foreign minerals to designate representa- 
tives to attend the first meeting, on June 29, 1951, of the DMA Committee on 
Foreign Defense Minerals. At this first meeting of the Committee, a tungsten 
working group Was established. Subsequently, the full Committee met ag 
considered a preliminary report from the tungsten working group, and disc 


alin, 
ussed 
foreign aspects of other metal and mineral problems The ground work was then 
laid for the establishment of working groups on cobalt and other metals and 
minerals. 





Summary of progress 

Of the 34 programs covering metals and minerals which have been developed 
and recommended by the DMA, all but 2, 1 of which is still under consideration, 
have been approved by the Defense Production Administration 

These programs call for substantial increases in supply during the 1951-55 
period. To a large extent the increased supply Is expect 1 to result from expanh- 
sion of existing facilities and from construction of new facilities: Substantially 
all of the expansion now under way and ] 

Government assistance under one or more of the authorized assistance programs: 
Accelerated tax amortization, purchase contracts, direct or guaranteed loans, and 
exploration assistance. 

Almost 2,200 applications for assistance have been received through September 
14, 1951, by the DMA as shown in table 1. Requ for exploration assistance 
account for 40 percent of the total number; loan applications for 33 percent 
applications for certificates of necessity for accelerated tax amortization for 22 
percent; and requests for purchase contracts, 5 percent 


yrojected during this period will receive 


TABLE 1.—Status of requests for assistance filed with DMA through Sept. 14, 1951 
Total number of requests received $hrough Sept. 14, 1951 2, 179 


Requests for accelerated tax amortization certificates: 
Number certified to DPA 246 
Number approved by DPA ‘ 104 
Number denied ; 7 
Number withdrawn tI 
Number pending with DMA 144 


Total received q 178 
tequests for purchase contracts: 
Number certified to DPA ; 22 
Number of contracts entered into by GSA 8 
Number denied 12 
Number withdrawn 9 


Number pending with DMA pi. 19 


Total received ay : 92 
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TABLI ; Slatus of requests for assistance filed with DMA through Se pt. 14 
1951—Continued 


Requests for exploration assistance: 
Number approved and contracts executed 
Number denied 
Number withdrawn 
Number pending with DMA 


Total received 
Requests for loans: 
Number certified to DPA 
Number approved by DPA 
Number denied 
Number withdrawn 
Number pending with DMA 


otal received 
Requests for loan guaranties: 
Number certified to DPA 
Number acted on by GSA 
Number denied 
Number withdrawn 
Number pending with DMA 


Total received - 


\bout 7 percent of the total received were subsequently withdrawn and nearly 
30 percent were denied. Of the remaining applications, DMA approval bas beer 
given to 63 percent of the applications for accelerated tax-amortization certificates, 
30 percent of the requests for purchase contracts, 20 percent of the exploration 
assistance applications, and less than 3 percent of the requests for loans. 

The recommendations made by the DMA under the assistance programs pro- 
vide for an expanding supply of metals and minerals. In some cases the opera- 
tion of these programs already is reflected in increased production. But in most 
instances there is a considerable lag netween the recommendations and the actual 
flow of production—particularly where increased output must await the con- 

‘tion of new productive facilities. Thus, until the recommended programs 
anslated into operating facilities, they do not alleviate shortages of metals 


h is expected to res iit from assistance recom- 


total annual production whic 

led by DM \ through mi 1-September Is show nh, by commMmo lities, in table 2 

ie case Of aluminum, for example, production anticipated from facilities for 

) assistance has been recommended by the DMA will be almost 646,000 tons 
Recommendations with respect to expansion of primary copper output 


an average of 216,500 tons per vear. 


recommendations 
Productior 
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EXPLORATION PROGRAM 


In February 1951, the Secretary of the Interior submitted to the Administ 
of the Defense Production Administration a request for 10 million dollars 
section 304 of the Defense Production Act of 1950 to be used, in accordance 
section 303 (a) (2) of that act, to encourage exploration for a number of 
and strategic metals and minerals listed along with his {1 and 


as he might certify to the Defense Production A¢ 
He outlined the nature of the program to be un 
procedures which would be followed in administrat 
quested, in addition to the allocation of funds, the authorit 
for exploration projects calling for the ex 
the limits of the requested authorizatio 
During the same month, the DPA approved 
allocation of $10 million, and also delegated to the 
authority vested in the Defense Production Adminis 
Executive Order 10200 to direet the administratio 
certify the necessity of the exploration projects wh 
the delegations of authority made to the Administrator of 
Administration by the Secretary of the Interior in departments 
amendment No. 2, on March 6, 1951, the authority »admit 
program passed to the Administrator of DMA. Whereas i 
aid programs had been and has continued to be that 
the DMA thus became a direct contracting age! 
program 
Detailed operating procedures and the 
Federal Government would offer to prospect 
to the individual minerals included in the program 
Defense Minerals Administration. These procedur 
in the DMA’s Order MO-5, regulations governing 
exploration projects, which was issued on April 6, 19 


p naiture rcou 


ol 
the initial borrowing al oritv of $5 million, approve 
available Later, an additional $5 million was made 
date, a total of $10 million which can borrowed fro1 
of the exploration program A request for appr 
of funds for this program during fise 
Production Administration and 
Che objective of the exploration program is to st 
unknown or undeveloped sources of critical 
prospectors and mine yperator finance t cos 
sharing in the risks involved, e Federal Governme) 
and mining of additional deposits of critical metallic 
increased supplies of which will strengthen our nationa 
Contracts between the Government and the prospect: 
this program, employ the ‘‘matching principle” on a sii 
the kind of mineral or metal sought. The percentage Oi luna 
the Government in proportion to the total cost of an approved 


indicated in the following scale specified in order MQ-5, as amended 


Government contribution, 40 percent, for chromium, copper 


graphite (crucible flake), iron ore, lead, molybdenum, sulfur, halle 
lytic grade), bauxite, zine (and cadmium 


Government contribution, 75 percent, for antimony, manganese, mercury 


tungsten. 

Government contribution, 90 percent, for asbestos (chrysotile and amosite 
beryl, cobalt, columbium-tantalum, corundum, eryolite, industrial diamonds, 
kyanite (strategic), mica (strategic), monazite, uranium, and rare earth ores, 
nickel, platinum group metals, quartz crystals (piezo-electric), tale (steatit 
tin. 

Order MO-—5 requires that each application for Government aid in exploratio: 
relate to a single exploration project and it specifies that no exploration project 
that will take more than 2 years to per‘orm shall be approved for an exploratior 
contract. The DMA does not enter into contracts with applicants until the pro 
posed projects have been investigated and defined by the Geological Survey and 
the Bureau of Mines. Field teams, consisting of geologists and engineers from 
these two Interior agencies, have conducted all field investigations for the DMA 
in this program. 


90761—51 20 
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The Government’s contribution is repayable from the net returns from any 
ore, concentrate, or metal produced as a result of the exploration projects. The 
repayment section of Order MO-5 provides that if, upon the completion of an 
exploration project or termination of the contract, the Administrator of DMA 
considers that a discovery or development has resulted from the work from which 
commercial production of ore may be made, the Administrator, within 6 months 
thereafter, shall so certify to the operator. Thereafter, if and when ore is pro- 
duced as a result of such discovery or development, the operator becomes obli- 
gated to pay to the Government a percentage royalty on the net smelter returns 
or other net proceeds realized from such ore, concentrates, or metals produced 
within 10 years from the date of the contract, until the total amount contributed 
by the Government, without interest, is fully repaid or the 10 years have elapsed, 
whichever occurs first. 

During the period from the initiation of the exploration program to and includ- 
ing September 14, 1951, a total of 879 requests for Government aid on exploration 
projects have been received by DMA. As of September 14, as table 1 summarizing 
the status of all forms of requests for assistance submitted to DMA indicates, 
122 of these requests had been approved and contracts executed, 228 had been 
denied, 27 had been withdrawn by the applicants, and the remainder, 502, were 
pending with DMA. By the close of September, exploration contracts covering 
163 deposits had been exeeuted. 

Distribution of exploration contracts as between the various kinds of metals 
and minerals being sought and the total amount of Government participation 
committed through September 8, 1951 (the latest detailed tabulation available), 
for each metal or mineral are shown below. 


Amount 
Number | of Gov- 
ment tal or ni ral of pro- ernment 


particl jects partici- 
pation pation 


$449, 361 in ; ‘ $54, 000 
2, 040, 756 ilfur 3 138, 120 


59, 803 
00, 000 


353, 312 
283, 223 


Too little time has elapsed since the exploration contracts thus far entered into 
became effective to permit any meaningful evaluation now of the effectiveness 
of the program, The monthly reports on progress which the operators submit 
to DMA, reports which it is anticipated will be received periodically from Geo- 

ical Survey and Bureau of Mines’ personnel in the field, and the comprehensive 

: erators at the termination of their respective projects will provide 
h an evaluation in the future. 


CLAIMANT PROGRAM MATERIALS, EQUIPMENT, AND SERVICES 


the performance of its claimant responsibilities, the Defense Minerais Ad- 
ministration assembles and presents to other defense agencies having the pertinent 
priorities and allocations powers, claims for the materials, equipment and, services 
necessary to maintain, and in many cases to expand, the production of the metals 
and minerals designated in NPA delegation 5. The materials and equipment 
include items for maintenance and repair and operating supplies, for capital addi- 
tions and for construction. The services include manpower, access roads, energy, 
and transportation. 


Vaterials and equipme nt 

To obtain basic information on all mining and milling operations under its 
jurisdiction, DMA issued order MO-7, on April i7, 1951, instructing producers 
to file Form MF-100. Some 3,000 domestie producers have now been issued 
serial numbers under this order Serialized foreign producers number about 150. 
The MF-—100’s are filed in the Requirements Division of DMA for reference in 
connection with priorities requests 

On August 6, the National Production Authority issued Order M-—78, to be 
administered by the Defense Minerals Administration. This order provides 
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self-assignable ratings to metal and non-metallic-mineral producers for their 
maintenance, repairs, and operating supplies, and for minor capital additions 
costing not more than $2,000. It establishes a base quota and provides for appli- 
cation to DMA on Form MF-400 for any required increase in the MRO quota. 
This form is also used by serialized foreign producers to apply for MRO assistance. 

Oraer M-78 sets forth the procedure for applying for priorities on major 
capital additions. The industrial specialists in DMA screen these applications 
and present the cases they approve on prescribea forms to the National Produc- 
tion Authority, together with the DMA recommendation. These reeommenda- 
tions are almost always honored and the applications speeded to issuance 

The DMA also acts to break bottlenecks in important programs by recom- 
mending the issuance by NPA of directives or super ratings, or by finding new 
sources of supply of scarce items. 

The DMA prepares quarterly materials requirements for programs under its 
jurisdiction. Originally these included the manufacture of mining machinery, 
as well as MRO and construction for the mines. Programing for the mining- 
machinery manufacturers has now been revested in the NPA. Order M 
obviates the necessity of claiming for MRO, although if controls tighten it may 
be necessary to resume this program, which will involve compilation of require- 
ments from all mine producers in this countrv. It has been contemplated that 
after the fourth quarter of 1951 the construction program will be based on 
schedules established in previous applications and on known proposed new 
projects. The requirements must be submitted to DPA on prescribed forms 
several months in advance of the issuance of allotments, and justified before 
meetings of the DPA Requirements Committee and Program Adjustment 
Committee. 

NPA delegation 14 assigns to the Department of the Interior the responsibility 
for processing construction applications from producers under its jurisdiction. 
DMA handles this responsibility for the mining industries, other than coal 
Maintaining a constant balance of controlled materials allocated to DMA as a 
claimant agency against allotments to the applicants, the DMA processes several 
hundred CMP-4C applications each quarter. The approved applications carry 
both allotment numbers for controlled materials and ratings for noncontrolled 
items such as production equipment and machinery. 

Priorities assistance from order M-78 is available to foreign producers who 
have received a serial number from DMA and who have a United States agent. 
Issuance of a regular serial number implies DMA approval also on any decisions 
by ECA or OIT concerning priorities for major capital additions for that operation. 
In certain cases limited serial numbers are issued. These permit MRO ratings 
for only 50 percent of the regular quota, and any applications from these operators 
for major capital additions must be approved by DMA before issuance. 
Manpowe r 

The Manpower Branch of the DMA was established to aid the metals industry 
in preventing serious manpower shortages by anticipating and evaluating events 
that will or may have an adverse effect on manpower matters, and by making 
plans and taking steps to minimize that effect. 

To carry out this purpose, the DMA seeks to assist the industry in retaining 


its manpower by obtaining deferment, delay in call to duty, revocation of military 
orders or discharge from the service of its skilled workers and kev personnel who 
are subject to military activation or already activated, and by lending assistance 


and advice on matters pertaining to personnel management, such as the handling 
of personnel to prevent needless turn-over. It also endeavors to assist the 
industry in the recruitment of additional workers. 

DMA represents the industry through liaison with other departments and 
offices of the Government to insure that manpower policies and actions of ag 
of the Government take into account the need for minerals and the particular 
manpower problems of the metals and minerals industry. 

DMA has sought to establish a roster of professional and technical applicants 
to the end that the industry’s requirements for engineers, geologists, metallurgists, 
and geophysicists can be met. The files of the Civil Service Commission and 
various Government agencies have been scanned, and applicants who appeared 
to be suitably qualified have been contacted by letter to determine their avail- 
ability. It is the function of the Manpower Branch to bring such applicants in 
touch with employers who need them. 
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The access-road program administered by the DMA functions under delegation 
of authority from the President to the Secretary of the Interior dated December 29, 
1950, which was redelegated by the Secretary to the Administrator of DMA, 
The delegated authority includes the certifying of access roads as set forth in 
subsection & of section 303 of boxe cutive Order LO161L. 

\pplication for an access road is made on DMA Form MF-105. Bureau of 
Mines and Geological Survey personnel, both in Washington and in the field, are 
itilized in determining the essentiality of the mining operations to which access 
roads are requested. Upon favorable determination, the Requirements Division 
requests the Bureau of Public Roads to make a field investigation to determine 
the type of road and cost If the anticipated production justifies the cost of the 
road, the project is certified to the Secretary of Commerce for programing. 

\pplications under this program, received through September 1951, total 106 
Of these, 20 have been otherwise completed, withdrawn, or deferred. Nineteen 
have been certified to the Bureau of Public Roads, Department of Commerce 
and an equal number have been denied by DMA. The remainder are under 


consideration. 


p 
P 


Ho . nag and il ie 


\ number of requests for defense housing or other assistance in the housing of 
n-migrant workers for mines and mills were received by DMA. Liaison was 
established with the Housing and Home Finance Ageney and requests for the 
acceptance of miners on a parity with other applicants for existing housing were 
recommended and favorable action obtained on all cases. Requests for the desig- 
nation of several areas as critical were placed before the Critical Areas Committee 
and, with one exception, these requests were granted. DMA has kept the 
Housing and Home Finance Agency informed on all projects requiring housing at 
the mine properties and several other types of assistance were rendered to appli- 
cants regarding the housing for workers. The functioning of DMA in this respect 
was accepted by the Critical Areas Committee and the Housing and Home 
Finance Agency and other agencies concerned with housing, and excellent coopera- 
tion was obtained 

Authorization to commence construction of dormitories and homes on the mine 

is generally issued by DMA in connection with the processing of mine-con- 
on project applications, 


DMA has worked with the Defense Electric Power Administration and the 
Bonneville Power Administration in effecting arrangements for power for the new 
aluminum-reduction plants in the Northwest In close cooperation with DEPA, 

has also arranged for additional power to increase mining, milling and refining 
yperations for many of the non-ferrous-metal producers. Through the Petroleum 
Administration for Defense, DMA has arranged for natural gas for many projects 
inder DMA jurisdiction Producers of metallic and nonmetallic ores in some 


instances were able to receive their casing and oil tubular goods through arrange- 
ments between DMAand PAD. The DMA isalso participating in the scheduling by 
NPA of the highly critical steam-turbine generator sets and boilers necessary to 


cotnpletion of certain strategie expansion projects 
Tra rlation 


DMA handles requests for railroad cars, rail spur lines, ore boats, and other 
facilities needed to transport strategic metals or minerals. While many of these 
matters are presented by DMA directly to the Defense Transport Administration 
and the Maritime Administration, special problems of sufficient importance to 
merit consideration of one of the established interagenev committees are brought 
to the attention of the appropriate committee through the Interior representative 
on that committee. These committees include the DTA’s Interageney Advisory 
Committee on Domestic Transport, Storage, and Port Utilization, the DTA’s 
Interagency Committee on Port Utilization, and the ODM’s Committee on 
Defense Transportation and Storage. 


ALLOCATIONS PROGRAM 


Critical shortages of the metals created a need for allocations of the ores and 
concentrates of manganese, molybdenum, and tungsten In the formulation 
and administration of allocations programs and orders concerning these metals, 
the DMA has made extensive use of the facilities of the Ferrous Metals and 
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Allovs Branch of the Bureau of Mines. he continuing dissemination to industry 
of noneonfidential information has been made possib Libre gn i i Th U! 
normal statistical data collection of the Bureau of Mines with the forma 
obtained as a result of the allocations program, 





Deel 





present increased consumption even if stock 
additions are added to industry accumulations. Che reduction of industry stocks 


listribution of 








the purpose of operations, inventories on hand have be extended from actual 
ore in the yard to ore in transit; and (3) the reaching of a minimum point 











industry stocks beyond which further reduction can onlv result in extreme liff 


culty in maintaining ferroalloy production at the present levels of antity and 
quality 

Allocation of manganese ore to date has followed a policy of causing the least 
possible disturbance in the normal flow of raw material 1, with some few excep- 





tions, has been limited to a program of acquiescence to n 
continuing to make certain that deliveries to stockpile have been suffici 
meet demands. 

At present, the shortage of ore has reached a position wherein allocation will 
become a positive force in the picture and it may be assumed that past experience 
along with the more recent experience stemming directly from the alloes 
gram, will necessarily be of use in the very 





near future. It is felt that the all 


tion program stands ready to meet the emergency situation which seems unavoid- 





able if the present rate patterns of consumption and supply are to continue, 
Statistica 


ly, under this allocation program, the DMA has authorized 


delivery of approximate! 700,000 OTOSS tons Of ore 1 ne ( 1 370 


a ©u of 











T'ungste 

The Defe se Mi eral Adn inl ra I 
ore and concentrates required the drafting and issua ‘ 
uary 15, 1951) and MO-—6 (April 6, 1951 These orders w 








r ere ae necessary 
by the itical shortage of tungsgen concentrates that developed early in 1951] 
as a result of an increased demnand and a drop in the import rate. In its early 
stages, the allocation program required diversion of concentrate shipments in- 































tended for the stockpile; at present, it requires allocation of imported concentrate 
purchased by the Emergenevy Procurement Service, of General Services Admin- 
istration, for the specific purpose of resale to industry, allocation of the entir 


domest 





e production, and allocation of byproduct concentrates produced by the 
Texas tin smelter of RFC 
Contact with the problems of producers and consumers of tungsten 
trates is maintained by monthly reports, by mail and telephone, and by personal 
interviews. Contact is constantiv maintained with other a i 
ernment that are interested in the over-all tungsten program. This pl 





attendance at meetings of the NPA Industry Advisory Committee and partici 
pation in the negotiations of the International Materials Conference 

From its inception early in February through October 5, there have been 177 
allocations comprising over 5,800,000 pounds of contained tungsten 


Molybde num 


The DMA program for the allocation of molybdenum ore and concentrates was 
made necessary by the critical demand for this metal in the United States 


with the demand forexports. Following a meeting of the DMA Industry Advisor 
Committee on Molvbdenum, Order MO-S8 was drafted and issued on June 8, 1951 


A 
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This order was designed with the export phase of the problem as a primary con- 
sideration, but with the need for an integrated domestic allocation of molybdenum 
in ores and concentrates and in products also given considerable weight. 

The allocations program requires cooperation between DMA, NPA, OIT, 
ECA, and IMC, as well as with the producers and consumers of the metal. 
Since the inception of the program in June through October 5, there have been 
allocations comprising over 12,500,000 pounds of molybdenum, 


‘ 


0 


INDUSTRY ADVISORY COMMITTEES 


DMA established 12 industry advisory committees relating to various minerals 
and metals falling within its jurisdiction—aluminum, antimony, chrome, chrome 
users, copper, lead, lime, mercury, molybdenum, titanium, tungsten, and zinc. 
Establishment followed the legal requirements set forth in section 701 of the 
Defense Production Act of 1950, and great care was exercised that membership 
on the committee represented small, medium, and large business enterprises fo1 
different geographical areas, and that membership included trade association 
members and nonmembers. 

The chairmen of these committees were regular employees of the Administra- 
tion, and they were assisted by secretarial staff. 

Membership on 11 of the committees was limited to a term ending August 1, 
1951. Members for the term following August 1 have not been appointed at this 
time. One committee, namely, the Aluminum Industry Committee on Raw 
Materials, was established in August 1951, and its members appointed for an 
indefinite period. None of the 12 commodity advisory committees has been used 
by another agency. 

An advisory committee known as the DSFA-DMA Mining Machinery Advi- 
sory Committee was established jointly by DSFA and DMA in January 1951. 
Following the transfer of the Mining Machinery Division from theDepartment 
to the National Production Authority, this committee was terminated in July 
1951. <A similar committee has since been established in the National Produc- 
tion Authority. During its existence, the committee represented all segments 
of the mining machinery industry concerned with the manufacture of mining 
machinery and equipment. These segments include 16 large, 11 medium, and 

| manufacturers in all parts of the United States. This committee was not 
lized by any other agency. 

The Administration has also had available reports and information furnished by 
the National Minerals Advisory Council. This Council was established in 1946 
to advise the Secretary and the Buteau of Mines in matters pertaining to the 
field of minerals generally. 

PERSONNEI 


As of October 1, 1951, DMA had a staff of 1385 employees, of which 11 were 
WAE (consultants) and one was a consultant, WOC 

\ll of the field investigative work for the DMA has been performed by field 
teams of the Bureau of Mines and Geological Survey with the exception of one 
consultant (legal) WAE who is located in the field. The entire staff of DMA is 
located in Washington. Administrative services for DMA are performed by the 


Bureau of Mines administrative staff. 


DEFENSE MATERIAI PROCUREMENT ACENCY 


On August 28, 1951, the Defense Materials Procurement Agency was estab- 
lished by Executive Order 10281 (16 F. R. 8789), and on September 14 the power 
to encourage the exploration, development, and mining of critical and strategic 
minerals and metals passed to the Defense Materials Procurement Administrator. 
This power, however, was redelegated to the Secretary of the Interior (DMPA 
Delegation dated September 14, 1951, 16 F. R. 9446), and it is contemplated that 
the exploration program will remain in the Department of the Interior. It is 
expected that, in the near future, the Defense Materials Procurement Agency will 
take over all other functions which the Defense Minerals Administration has been 
performing. In the interim, recommendations made by the Defense Minerals 
Administration with respect to applications for loans and accelerated tax amortiza- 
tion have been transmitted to the Defense Production Administration through 
the office of the Defense Materials Procurement Administrator. 
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DEPARTMENT OF JUSTICE 


DEPARTMENT OF JUSTICE, 
OFFICE OF THE Deputy ATTORNEY GENERAL, 
Wash ington, October 8, 1951. 
Hon. Burnet R. MayYBAnx, 
Chairman, Joint Committee on Defense Production, 
Washington, &. 

My Dear Senator Maysan«: In accordance with the request contained in 
your letter of September 28, 1951, there are attached copies of a factualsummary 
of functions performed by the Department of Justice under the Defense Produc- 
tion Act of 1950, as amended, during the period from October 1950 to October 
1951. 

As you know, this Department is responsible under section 706 (b) for the 
supervision and control of all litigation arising under the act. However, the 
annexed summary does not include a discussion of the litigation activities of the 
Department since it appears that your inquiry is directed toward programs 
carried on under the act rather than to litigation. If you should desire factual 
information concerning litigation activities of the Department of Justice under 
the act, please feel free to communicate with us. 

Sincerely, 
Wma. Amory UNDERHILL, 
Acti? J De p uty Attorne y Gene al. 





Section 2 of the Defense Production Act of 1950, as amended, enunciates the 
policy of Congress that mobilization should be carried on ‘‘within the framework, 
as far as practicable, of the American system of competitive enterprise.’ Presi- 
dent Truman, in a directive to departments and agencies vested with defense 
responsibilities, dated September 28, 1950, requested that such establishments in 
the discharge of their functions “consult with the Attorney General and the 


Chairman of the Federal Trade Commission for the purpose of determining and, 


to the extent consistent with the principal objectives of the act and without im- 


pairing the defense effort, of eliminating any factors which may tend to suppress 
competition unduly, create or strengthen monopolies, injure small business, or 
otherwise promote undue concentration of economic power.”’ 

Responsibilities of the Department of Justice under these statutory and 
Executive mandates have been assigned to the Antitrust Division. 

The procedures and activities of the Antitrust Division in the discharge of these 
responsibilities follows: 


1. VOLUNTARY AGREEMENTS 





Sections 402 (a), 708 (a), (b), (ec), and (d) of the act authorize certain voluntary 
cooperative agreements and prescribe procedures for the grant of antitrust im- 
munity for acts done pursuant to such agreements. These sections provide that 
the appropriate Government official shall consult with the Attorney General and 
the Chairman of the Federal Trade Commission concerning any proposed volun- 
tary agreements and shall obtain the approval of the Attorney General prior to 
requesting private groups to participate in any such agreement. 

In preliminary discussions between representatives of the Department of Justice 
and those of the initiating agency and the Defense Production Administration, 
every effort has been made to draft agreements which will accomplish the desired 
objective and which will at the same time protect the free competitive economy 
of the Nation. Following preliminary discussions, proposed agreements are sub- 
mitted for formal consultation pursuant to section 708 (c) of the act. At the con- 
clusion of such consultation, each voluntary agreement and request for participa- 
tion therein is submitted to the Attorney General for approval. 

The provisions of the statutes covering voluntary agreements are, of course, 
such that conduct in violation of the antitrust law may be authorized. How- 
ever, the nature and extent of the activities which are exempted from the antitrust 
laws are limited to that found to be necessary to accomplish the desired objective 
of the agreement. The terms of each such agreement define this limited type 
of cooperative activity. Any action beyond that authorized receives no exemp- 
tion from proceedings under the antitrust laws. 

The Attorney General has approved 24 voluntary agreements since enactment 
of the act. One of such agreements is of a confidential nature, within the provi- 
sions of section 708 (b) of the act. There are presently six proposed agreements 
under consideration by the Department of Justice. 
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ents, except the one of a confidential natur 


ation to the Federal Register 


mall manufacturing firms organized to enter into 
hich the members it dividually would be excluded because 


ek of diversification. The pools which have been 


16 Fed. Reg. 4475 
‘ nufacturers of Santa Clara, Calif. (16 Fed. Reg. 6544). 
ria Consolidated Manufacturers, Inc. (16 Fed. Reg. 8851 
al Banding Machine Co. (Greater New York Manufacturers 
R851 
Central California War Industries, Ine. (16 Fed. Reg. 10042). 


” the irmy. Ordnance ¢ orp Intearation Committees 
in each of these agreements include all companies which are 
- contract with the Army to produce the end item covered by the 
As new enterprises are awarded contracts to produce such end item, 
| become eligible to participate in the agreement. The agreements make 
all participants the production experience and techniques of each 
cluded, in order to enable the manufacturers to produce quiekly and 
ntly certain military items of a critical nature. Separate agreements have 
approved covering production of 
Optical fire control equipment (16 Fed. Reg. 1965 
Light gun tanks and allied combat vehicles (16 Fed. Reg. 9826). 
Medium and heavy gun tanks and allied combat vehicles. 
3.5-inch rocket. 
Tracks for tracklaying-type vehicles. 
M-—34 modification kit, 
$.2-inch mortar shell. 
Artillery mechanical time fuses. 
M21 \4 booster. 
NI tS type fuses. 
Small arms ammunition. 
approved voluntary aqreements 
Steel products industry agreement: This agreement provides that certain 
of thi indt Vv agree to make no Increase in their prices on specific 


in effec ) January 15, 1951, unless 20 davs advance notice is given to 


Administration (16 Fed. Reg. 555). 
ker capacity for national defense requirements: This plan 
ro rata contribution of tanker capacity to the Department of 


as to distribute the burden of such contribution among 


ie plan in mathematical proportion to each participant’s 
16 Fed. Reg. 1964 


‘aint program: The purpose of this agreement is to encourage 


; to limit the extension of credit to those loans which are nee 

ie national defense or essential to the civilian economy (16 Fed. Reg. 2372). 

pply of petroleum to friendly foreign nations: This agreement authorizes 

tne mation of a committee, and appropriate subcommittees, composed of those 
American petroleum companies engaged in foreign petroleum operations, to con- 
sider and make recommendations to the Petroleum Administrator for Defense 
designed to prevent, eliminate or alleviate shortages of petroleum supplies in 
friendly foreign nations which threaten to affect or which do affect adversely the 
defense mobilization interests or programs of the United States (16 Fed. Reg. 8375). 

5) Plan of action No. 1 under the agreement relating to the supply of petroleum 
to friendly foreign nations: The purpose of this plan is to provide measures designed 
to offset the deficit of supplies of erude oil and refined products resulting from the 
interruption of Iranian petroleum operations (16 Fed. Reg. 8377) 

6) B-47 Production Committee: This agreement is designed to facilitate the 
exchange of information concerning B-47 bombers between the participants and 
generally to achieve close cooperation in the solution of production problems (16 
Fed. Reg. 8852 

7) Boston newsprint conservation plan: Each participant to this plan would 
agree to restrict its percentage of newspaper returns, thereby increasing the 

f newsprint available for defense requirements s \d for smaller news- 
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papers. All of the Boston dailv English language newspapers, wit 
of the Christian Science Monitor, will be requested to part 
ment, 

Responsibilities with respect to voluntary agreemen 
Attorney General to the Antitrust Division on October 
of Justice Order No. 3732, Supplement No. 48, a copy 


2. REPORTS OF THE ATTORNEY 


Pursuant to Order No. 3732 mentioned above, the 
assigned the dutv, under section 708 (e) of the act, of directi 
purpose of determining any factors which may tend to eli 
create or strengthen monopolies, injure small business 
under concentration of economic power in the course of t] 
act, and to submit reports to the Congress and the ] 
results of the surveys and making such recommendati 
may deem desirable, 

Two reports have been submitted under the act, and a thir 
the course Of preparation. The first report, submitted Decet 
with certain dangers to a competitive economy which are inh 
tion for defense The second report, submitted April 30, 1951, was 
a survey of Government procurement since the outbreak of hostilities 
and recommended that over-all central procurement be utilized in tl 
of the Government procurement program. The Division will continu 
surveys and to make such reports as may be appropriate 


3. CONSULTATION WITH DI! 


In a memorandum dated September 
President requested those officials to whom defe 
consult with the Attorney General for the ] 
extent consistent with the principal objective 
the defense « ffort, of eliminating any factor 
tion unduly, create or strengthen monopoli 
promote undue concentration of economic ] 
first report of the Attorney General under sec: 
in a Memorandum dated December 20, 1950, t 
request 

This function of the torney General has _ be 
Division, which has taken active steps to discharg: 
close consultation ith all departments and agenci 
duties. Consultation covers such subjects as proc 
regulations and orders bearing upon prices, allocation 
mental assistance and the terms and conditions of con 
fense agencies. 

Copies of the Presidential directives dated S« pte! ibe 
1950, are attached 


4. INDUSTRY ADVISORY COMMITTEES 


The Antitrust Division has worked closely with departments 
discharging defense functions to insure that business advisory committ 
creation and operation conform to the standards established by stat 
the Attorney General. 

Under section 701 (b) (ii) of the act, business advisory committees shall be 
fairly representative of independent, small, medium, and large business enter- 
prises, different geographical areas, trade association members and nonmembers 
and different segments of industry. 

The Department of Justice on October 19, 1950, set forth standards and criteria 
which should be observed in the operation of industry advisory committees in 
order to minimize the possibility of violation of the antitrust laws in the 
and operation of such committees. A copy of this letter is attached 

On March 15, 1951, the Antitrust Division directed a letter to departments 
and agencies, discharging defense functions, pointing out that a number of specifi 
deviations from the standards contained in the October 19 letter had been brought 
to the attention of the Division by private concerns. This letter urged that all 
defense agencies promulgate regulations conforming to the Department’s basic 
requirements, and recemmended that conferences be held with the Antitrust 
Division in the preparation of such regulations. Since that letter, many agencies 
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have conferred with the Division and have issued, or have under consideration, 
regulations meeting the standards of the Department of Justice. A copy of this 
letter is attached. 

As a further step to eliminate objectionable features in the operation of business 
advisory committees, the Attorney General on June 14, 1951, wrote to Mr. Charles 
Ki. Wilson, Director of the Office of Defense Mobilization, setting forth the views 
of this Department concerning the manner in which such committees should func- 
tion and pointing out the importance of insuring that these standards for the 
conduct of such committees should be observed. Mr. Wilson forwarded a copy of 
this letter to all defense agencies. A copy of the letter to Mr. Wilson is annexed. 

On September 13, 1951, the Department of Justice wrote a letter to all defense 
agencies, pointing out improper practices in the creation and operation of industry 
advisory committees which were disclosed in a series of hearings conducted by the 
House Judiciary Subcommittee on the Study of Monopoly Power. In that letter, 
this Department recommended that, wherever such improper practices occur, 
effective corrective steps be taken at once, to insure that the committees should 
function in accordance with standards established by this Department. A copy 
of that letter is attached. 


5. DEPARTMENT OF JUSTICE ADVISORY COMMITTEES 


No business advisory committees are utilized by the Department of Justice. 
6. PERSONNEL PERFORMING DEFENSE FUNCTIONS 


The defense functions of the Department of Justice, exclusive of litigation, are 
being performed by 16 elassified professional and 4 classified clerical employees. 
As the Department’s defense activities increase in magnitude, additional personnel 
will be assigned to this work. All personnel in the Antitrust Division are consulted 
and utilized as problems arise in which their experience may be helpful. 

The Department of Justice does not utilize the services of any WOC’s. 


DEPARTMENT OF JUSTICE, 
Washington, D. C., October 5, 1950. 


OrpvER No. 3732 
Supplement No, 48 


Subject: Assignment of certain functions under Defense Production Act of 1950. 
There is assigned to the Antitrust Division the following matters under the 
Defense Production Act of 1950: 

A. The handling of requests for voluntary action and the consideration of 
approval of such requests under sections 402 (a) and 708 (a), (b), (¢), and (d) 
of the act. 

B. Preparation of surveys, required by section 708 (e), to determine any 
factors which may tend to eliminate competition, create or strengthen mon- 
opolies, injure small business, or otherwise promote undue concentration of 
economic power in the course of the administration of the act. 

C. Litigation arising out of priorities and allocations under section 101 and 
under section 102 with respect to hoarding for purposes of resale or consump- 
tion. 

D. Liaison with the Joint Committee on Defense Production established 
pursuant to section 712 of the act to study and review the programs author- 
ized thereunder insofar as they relate to any of the foregoing. 

J. Howarp McGratu, 
Attorney General. 


Immediate release. 
SEPTEMBER 28, 1950. 
The President today sent the following memorandum to— 
Chairman, National Security Resources Board. 
Secretary of Commerce. 
Secretary of the Interior. 
Secretary of Agriculture. 
Secretary of Defense. 
Secretary of the Army. 
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Secretary of the Navy. 

Secretary of the Air Force. 

Secretary of Labor. 

Chairman, Board of Governors of the Federal Reserve Svstem. 
Chairman, Board of Directors, Reconstruction Finance Corporation. 
Administrator, Housing and Home Finance Agency. 

Chairman, Interstate Commerce Commission. 

Administrator, General Services Administration. 


‘“‘As I pointed out in my State of the Union message in January 1947, during 
the last war the long-standing tendency toward economic concentration was 
accelerated. Partial mobilization, in the absence of protective measures, may 
again expose our economy to this threat and thereby imperil the very system we 
are seeking to protect. In numerous provisions of the Defense Production Act 
of 1950, the Congress indicated its concern over this danger to free competitive 
enterprise. 

“Tn order that this danger may be minimized, it is requested that, in performing 
those functions delegated to or vested in you by Executive Order 10161, you 
consult with the Attorney General and the Chairman of the Federal Trade 
Commission for the purpose of determining and, to the extent consistent with the 
principal objectives of the act and without impairing the defense effort, of 
eliminating any factors which may tend to suppress competition unduly, create 
or strengthen monopolies, injure small business, or otherwise promote undue 
concentration of economic power. 

“T am requesting the Attorney General and the Chairman of the Federal 
Trade Commission to consult with you as the oecasion requires and to report to 
me from time to time concerning the progress that is being made in carrying 
out this policy. 

“Harry S. Truman.” 


Tre Warre Howse, 
Washington, December 20, 1950. 
Memorandum for— 
Chairman, National Security Resources Board. 
Secretary of Commerce. 
Secretary of the Interior. 
Secretary of Agriculture. 
Secretary of Defense. 
Secretary of the Army. 
Secretary of the Navy. 
Secretary of the Air Force. 
Secretary of Labor. 
Chairman, Board of Governors, Federal Reserve System. 
Chairman, Board of Directors, Reconstruction Finance Corporation. 
Administrator, Housing and Home Finance Agency. 
Commissioner, Interstate Commerce Commission, in Charge of the Bureau 
of Service. 
Administrator, General Services Administration. 
Administrator, Economic Stabilization Agency. 


As required by the Defense Production Act of 1950, the Attorney General has 
submitted to me and to the Congress his first report concerning the dangers to a 
competitive enterprise economy which are inherent in mobilization for defense. 
This report discusses various areas in which the dangers to competitive enterprise 
are particularly serious, and policies for minimizing these dangers. 

While our paramount goal must be to strengthen the national defense both 
rapidly and effectively, we have also a responsibility to protect and preserve com- 
petitive enterprise in the structure of our economy. It is most important, as I 
indicated in my memorandum of September 28, that we should avoid, insofar as 
possible, measures which may impair the vigor of free competitive enterprise by 
suppressing competition, creating or strengthening monopolies, injuring small busi- 
ness, or otherwise promoting undue concentration. I believe that the Attorney 
General’s analysis will be of assistance to you in identifying some of the problems 
about which you should consult with the Attorney General or the Federal Trade 
Commission in carrying out your responsibilities in the defense program. Such 
consultation is particularly necessary during this early phase of the defense pro- 
gram when major policy decisions are being made. I again urge that full con- 
sideration be given to these problems and recommend that you call the report to 
the attention of all members of your staff concerned with them. 


Harry S. TRUMAN. 
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DePARTMENT OF JUSTICE, 
OF THE Deputy ATTORNEY GENERAI 
Washington, October 19, 1950 
COMMERCH, 
Was! ington, dD. ( 


My Dear Mr. Secretary: In several instances various Government depart 
ments have requested the views of the Department of Justice with respect to 
whether participation by members of an industry in the activities of industry 
advisory committees would be considered a violation of the antitrust laws. 
view of the recent increase in the number of such requests, it is felt that a st: 
ment of the Department’s position in this regard might be helpful. 

As a general matter, we are of the view that the decision as to the necessity 
for the formation of industry committees to advise a Government department, 
and the responsibility for their formation, rests with the specific department 
However, in organizing such committees, there are certain requirements which 
shoul met in order to minimize the possibility of violation of the antitrust 
laws riefly stated these requirements are 

|) There must be statutory authority for the employment of such committees 
or there must be an administrative finding that it is necessary to utilize sucl 
committees to perform certain statutory duties. 

2) The agenda for such committees and their meetings must be initiated and 
formulated by the Government. 


t) 
B 


3) The meetings to be held must be at the call of and under t! 
of full-time Government officials. 
t) Full and complete minutes of each meeting must be kept. 
») The funetions of such committees must be purely advisory and any 
rminations of action to be taken must be made solely by Government 


presentatives 


1e chairmanship 


So long as the activities of industry advisory committees are carried on within 
these limitations, we would not view the activities as constituting an independent 
violation of the antitrust laws. We wish to emphasize, bowever, and it should 

made clear to participants in such activities, that the Department of Justice 
freedom to institute proceedings, either civil or criminal, or 


ns complete 


ie event that any particular na or course of action is used to accomplish 


nds. Further, this Department retains full freedom to institute 
in continuance of anv acts or practices found not to be in the 
ersisted in after notice to desist 
irs sincerely, 
Peyton Forp, 
De puly Attorneu Genera 


This letter also sent on October 19, 1950, to the following: 
hairman, National Security Resources Board 
‘etary of the Interior. 
‘tarv of Agriculture. 
‘tary of Defense. 
tary of the Army. 
of the Nav VY. 
sec f the Air Force 
pecre tary ol | abor. 
Chairman, Board of Governors of the Federal Reserve Svstem, 
Chairman, Board of Directors, Reconstruction Finance Corporation. 
Administrator, Housing and Home Finance Agency. 
Chairman, Interstate Commerce Commission 
Administrator, General Services Administration. 
This letter sent on November 7, 1950, to 
Administrator, Economic Stabilization Agency. 
This letter sent on November 13, 1950, to 
Commissioner, Atomic Energy Commission. 


DEPARTMENT OF JUSTICI 
Washington, March 15, 1951 
‘RETARY OF COMMERC! 
Washi) gton, dD. as 
raRY: This Department is concerned by the many com- 
business firms relative to the manner in which Gov- 
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lent depart! 


committees since 


complait ts disclose 


and in neir opera 


to vou on Octe 
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In enacting the Defense Production Act of 1950, the Congress established a 
means whereby the President may secure the advice of industry in the formulation 
of rules, regulations, or orders, or amendments thereto issued under the authority 
of this act. Section 701 (b) (ii) specifically provides for the appointment of such 
business advisory committees as shall be appropriate for this purpose and estab- 
lishes certain requirements as to representation in their formation. 

As you know, this Department has on October 19, 1950, directed letters to 
these agencies setting forth the minimum antitrust safeguards which we consider 
essential to the conduct of such committees. In our letter we set forth certain 
requirements which should be observed in the operation of these committees, 
including government initiated and formulated agenda, full-time government 
committee chairmen, full and complete minutes of each meeting and a require- 
ment that the function of such committees is to be purely advisory. <A copy of 
our letter is annexed. 

I consider that, in the main, a serious and conscientious effort has been made on 
the part of these agencies to conduct their business advisory committee activities 
in accordance with our basic criteria. However, it appears that certain practices 
have been carried on which may result in antitrust problems of a serious nature. 
On March 15, 1951, this Department wrote these agencies advising them of 
improper practices of committees that had been brought to our attention. We 
pointed out in that letter that our information indicated that committees had met 
without the benefit of Government chairmen, that Government representatives 
on committees lacked proper qualifications, agenda had been prepared and meet- 
ings had been called by industry rather than the agency concerned, subcommittees 
and other groups had not adhered to the requirements established for industry 
advisory committees, the requirements of representation set forth in section 701 
(b) (ii) of the act had not been met and many of the committees had exercised 
functions and made decisions which properly should reside exclusively in Govern- 
ment officials. Wesuggested that each agency promulgate regulations conforming 
to our basic requirements as well as the requirements of the act and suggested that 
we would be pleased to consult with these agencies with respect to specific problems 
which may arise under their program. However, since that time it does not 
appear that these objectionable features have been entirely corrected. 

susiness advisory committees, in our opinion, have the sole function of giving 
vice and making recommendations to the Government when requested to do so 
r decision should not be substituted for that of the Government and they 
1 not serve as a vehicle for gathering information from the industry. An 
f the Government seeking factual information concerning a specific field 
has available to it adequate procedures for gathering, compiling, and 
To cloak a private individual or a group thereof with the 
vital trade information from competitors or companies in 
iant to our system of competitive enterprise. Equally 
that such private groups may utilize their committees 
to require competitors to vield up information which is sought for private 
r Government usage 
be no doubt that business advisory committees, when properly con- 
perform an extremely valuable function in advising and making 
ns to Government officials. It is this very value of such com- 
makes it indispensable that standards for their conduct should be 
observed Unless this is done, on the one hand, the committees 
their p rpose, and, on the other hand, many business enterprise 
participate for fear that they may become a party to violation of 
ntitrust laws. 

am writing this letter to you since I know that you are keenly interested in 
proper and successful operation of business advisory committees in the various 
defense agencies. In view of the significance of these basic problems, I believe 
a reevaluation by such agencies of their activities in connection with business 

advisory committees may be warranted 

Since re ly yours, 
J. Howarp McGratu, 
Attorney Ceneral 


ttached letter, dated September 13, 1951, was sent to the following: 
honorable the Secretary of Agriculture, Washington, D. C, 

he Secretary of the Air Force, Washington, D. C. 
honorable the Secretary of the Army, Washington, D. C. 
ionorable the Secretary of Commerce, Washington, D. C., 
honorable the Seeretary of Defense, Washington, D. C 


» honorable t 
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The honorable the Secretary of the Interior, Washington, D. C. 

The honorable the Secretary of Labor, Washington, D. C. 

The honorable the Secretary of the Navy, Washington, D. C. 

Hon. Gordon Dean, Chairman, Atomic Energy Commission, Washington, 
B::©. 

Hon. Jess Larson, Administrator, Defense Materials Procurement Agency, 
Washington, D. C. 

Hon. James K. Knudson, Administrator, Defense Transport Administration, 
Washington, D. C. 

Hon. Eric Johnston, Administrator, Economic Stabilization Agency, Wash- 
ington, D. C. 

Hon. William McChesney Martin, Jr., Chairman, Board of Governors, 
Federal Reserve System, Washington, D. C. 

Hon. Jess Larson, Administrator, General Services Administration, Wash- 
ington, D. C. 

Hon. Raymond M. Foley, Administrator, Housing and Home Finance 
Agency, Washington, D. C. 

Hon. Jack Gorrie, Acting Chairman, National Security Resources Board, 
Washington, D. C. 

Hon. W. Stuart Symington, Administrator, Reconstruction Finance Corporae 
tion, Washington, D. C. 


SEPTEMBER 13, 1951. 


The House Judiciary Subcommittee on the Study of Monopoly Power has 
recently completed a series of hearings relating to the operation of industry ad- 
visory committees by the various Government departments and agencies. In the 
course of these hearings, many practices were disclosed which fail to conform to 
the standards established by this Department in its letters of October 19, 1950, 
and March 15, 1951, and by the Defense Production Act of 1950, as amended. 

We are listing below some of those practices: 

(a) Participation by private enterprises, without approval by the Attorney 
General as provided under section 708 of the Defense Production Act, in so- 
called informal voluntary agreements for allocation of production, shipments, 
and exports; product standardization and simplification; uniformity of sales 
contracts; and price maintenance; 

(b) Digression from the sole committee functions of giving advice and 
making recommendations in response to specific requests by Government 
officials, and engaging in policy determinations and implementation of pro- 
cedures: 

(c) Failure to observe formal rules during committee meetings, including 
that of having a Government chairman who presided and was present through- 
out the meeting; 

(d) Committees have been permitted to continue business through informal 
meetings, telephone conversations, correspondence, and similar means; 

(e) Committees which have completed their assigned tasks have not been 
disbanded in instances in which there has been no prospect in the future 
their further useful employment by the appointing Government a 

Committee members have at times been asked to withdraw 
conference room with the request that they discuss problems among 
selves and then report back to the particular department or agency; 

(g) Informal meetings for discussion of committee business have 
held prior to, or subsequent to, official meetings by committee members; 

(h) Meetings of committees have been held in space not assigned to, and 
under the control of, the Government; 

(7) In some instances, committees have reported to departments or 
agencies through their trade associations or other industry groups; 


J Task groups or task committees have been organized without 
pliance with the standards established by this Department; 

(k) Attendance at meetings has not always been limited to accredited 
industry members and invited Government employees; 

i) Counsel have been retained by committees to formulate programs and 
plans; 

(m) Committees have failed to fulfill requirements for the recordation of 
their proceedings. In certain instances, committees have not had Govern- 
ment officials make accurate and full and complete notes of meetings nor 
have they caused stenographic transcripts toebe taken, which is the preferable 
procedure; 
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In those instances in which a stenographic record has not been kept, 


of meetings have not always been prepared by Government officials 


individuals present at the meetings; 
0) Minutes have been submitted to trade associations and other industry 
groups for changes and deletions; 


always set forth the purpose of the meeting, names 
bers present and absent, and the time and place of 


quested information from industry in tl 
by which they were formed; and 

trade associations have ; pre- 
such meetings have at ti indicated that com- 
from prosecution under the antitrust . We 
ittee members be informed that this ‘partment 
institute proceedings, either civil, criminal, or both, 
plan or course of action is used to accor l un- 
r, that we retain full freedom to institute civil ac- 
acts or pri ‘aa | ind not to be in the public nter- 
are aware, certain of the prac- 
ations of the antitrust laws. It would 


ons t i brought about in the course of com- 

re under the mnsorship of the Government since legal 

t of such improper committee activities, whether by the 

coneerns which may be injured, would prove detri- 
of industrv advisory committees 

at, wherever such improper practices occur, 

at once, thereby enabling the committees to 

ith the standards established by this Department. These 

e applicable to the administration of all industry advisory 

ilized by the various departments and agencies and are not limited 


committees formed under » provisions of the Defense Production Act 


reque sted that vou review the operations of industry 

hed by vour agene\ In conformity with the Presi- 

or Septe mber 28, 1950, we shall be pleased to consult with 
problems arising in the formation and operation of industry 


d by vou. 


H. G. Morison, 
issistant Attorney General. 


DEPARTMENT OF LABOR 


DEPARTMENT OF LABOR, 
OFFICE OF THE SECRETARY, 
Washington. 
\IAYBAN!I 
int Committee on Defense Production, 
: of the United States. Washington D.C 


Dear SENATOR MAYBANK: Pursuant to the request in your letter of September 
28, 1951, there is transmitted herewith a report on Defense Manpower Activities 
from October 1950 to ¢ ictober 1951. 

Yours very truly, 
Maurice J. Tosin, 
Secretary of Labo 


DEFENSE MANPOWER ACTIVITIES TO THE JOINT COMMITTEE ON 
P ION (COvBeRING Pertop OctosperR 1950 tro OcroREeR 1951 


PropuwuctT! 


Is CONDUCTED BY THE DEPARTMENT OF LABOR UNDER AUTHORITY OF 
DEFENSI PRODUCTION ACT AS IMPLEMENTED BY EXECUTIVE ORDER 
ARTMENTAL ORDERS, DELEGATIONS, ETC. 
f Labor, upgn the basis of authority originating in /xecutive 
the civilian manpower program tor defense mobilization. 





REPORT OF JOINT COMMITTEE ON DEFENSE PRODUCTION 315 


(a) The Department of Labor praticipates asa member of the OD M Committee 
on Manpower Policy in order that civilian manpower programs can be coordinated 
with military manpower programs. 

(b) The Department of Labor cochairs with ODM a national labor-management 
committee. All major and significant manpower policies and programs are con- 
sidered by this Committee in order that manpower agencies get labor’s and 
management’s assistance in determining manpower policy and program. 

(c) The Department of Labor participates with the De ‘fense Mobilization Board 
and the DPA Production Executive Committee in order to assist in insuring that 
manpower programs keep pace with production programs and to insure that 
manpower does not cause production to get behind schedule. 

(d) The Department of Labor has developed a manpower program for 1951 
The major elements of the program are: 

1. Expand and distribute the labor force where needed through voluntary 
decisions of labor and management. 

2. Expand, conserve, and distribute specialized personnel having skills essential 
to defense mobilization. 

3. Insuring the best use and productivity of the labor force. 

A. Department of Labor participates in the Critical Araas Committee of 
DPA in order that labor supply factors may be taken into account in deter- 
mining housing shortage and rental areas. 

4. Creating demand for labor in areas where it is located through production, 
procurement, materials, and facilities location decisions. 

A. The Department of Labor participates as a member of the Defense 
Production Administration Requirements Committee, contributing to the 
Committee’s deliberations, knowledge and information about Manpower in 
order that decisions on the allocation of materials will, consistent with over-all 
defense mobilization objectives, contribute toward the most effective use of 
manpower, and to minimize unemployment. 

B. The Department of Labor participates in Production Advisory Com- 
mittee on Priorities Administration of NP >A, contributing judgment and infor- 
mation about manpower in order that decisions on the limitation of the 
conditions under which materials can be used will, consistent with over-all 
mobilization objectives, provide items most needed by the civilian economy 
and the military and will minimize unemployment in industries and areas. 

C. The Department of Labor works with NPA, DPA, and other defense 
agencies having responsibility for plant location and expansion to assist in 
insuring that manpower factors are taken fully into account in order that 
work will be located where workers are already housed and community 
facilities are already provided. 

D. The Department of Labor works with procurement and production 
agencies to assist in insuring that defense procurement, consistent with 
mobilization objectives, is placed where the worker is housed and served by 
existing community facilities. 

E. The Department of Labor participates with the DPA Procurement 
Policy Committee in order that procurement policy will take into account 
manpower factors. 

5. Planning for the contingency of a greater defense effort. 


II. AUTHORITY FROM WHICH THE DEPARTMENT DERIVES ITS POWER FOR SUCH 
PROGRAMS 


Executive Order 10161 and Department of Labor’s General Order No. 48 
both of which have been issued to implement the Defense Production Act, specif- 
ically section IV of Executive Order 10161 refers to the Secretary of Labor’s 
responsibility for utilizing the functions vested in him so as to meet most effec- 
tively the labor needs of defense industry and essential civilian employment. 
General Order No. 48, issued by the Secretary of Labor by virtue of and pursuant 
to authority vested in him by Executive Order 10161, establishes the Defense 
Manpower Administration to develop plans, policies, and programs and coordi- 
nates, directs, and supervises these programs to insure meeting defense manpower 
requirements. Only a very small percentage of the programs referred to are 
carried out with defense funds. 


90761—51——_21 
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III. SUMMARY OF EACH PROGRAM 


Within the framework of the manpower program described in item I, the 
following actions were taken: 


1. Expansion and distribution of the labor force 


The number of nonagriculture placements for the period October 1950 through 
August 1951 was 5,944,310. It is estimated that more than 50 percent were in 
assential or defense activities. 

Processed 25 wage cases filed under WSB manpower shortage provisions. 

Arranged for the importation of 90,000 foreign workers to meet agricultural 

I 
shortages. 

Called upon over 300 machine-tool builders to determine how their manpower 
problems can be solved. 

Handled 468 clearance orders for 24,956 workers. 

Issued several materials dealing with job opportunities for women. 

Appointed 13 regional and 15 area labor-management committees. 

Participated in developing policy for occupational deferments. 

Designated 58 critical occupations (in which demand exceeds supply 

Advised with | ,671 employers re military-leave policies. 

Assisted 27,098 veterans and rejectees in exercising employment rights. 


2. Expansion, conservation, and distribution of spectalized personnel 


Called upon 164,000 employers to talk about apprenticeship programs and skill- 
improvemen t programs, 8,000 of which were new contacts concerning critical 
occupations 

There are 156,000 employers currently employing 183,500 apprentices 

Initiated skill improvement programs with 700 establishments. 

Issued second edition of the Occupational Outlook Handbook and _ notified 
23,000 schools. This summarized the results of the studies of employment 
opportunities in over 400 occupations. It shows needs for workers in defense 
work. 

Issued several special occupational outlook Bulletins. 

Counseled 756, 203 workers re job opportunities and occupational adjustments. 

Participated in pre paring a pre ‘liminary report on the resources and requirements 
of specialized personnel. 


3. Use and productivity of the labor force 


Worked with employers and communities to develop programs for community 
facilities to reduce turn-over and to create conditions to induce better use and 
productivit y of the loeal labor force. 

In addition to the 176 areas classified, 150 areas were reviewed and 90 reports 
covering need for housing were furnished the critical areas committees. 

Issued 4,500 manuals on in-plant manpower utilization programs for service to 
industrv. 

Prepared or participated in policy and progrant papers to guide Government, 
Labor and Management on the following subjects: 


H 


Maximum utilization of physically handicapped. 
telaxation of State labor standards. 
’se of older workers. 
urses were given in twenty-four States on safety training. 
. safe tv courses were given to vi Lriol is unions, 
Fourteen special industry safety programs were developed in eight States. 
Developed safety program for Federal agencies in cooperation with all Federal 
agencies, 
Reports on industry manpower studies were received from 76 important in- 
dustries and a complete analysis prepared in 51 cases. 


4. Creating demand for labor where it is available 


teview every 2 months a total of 176 major labor-market areas and a varying 
number of smaller areas for classification in groups I and IV. Five additional 
areas were classified in September. 

Distribute 2,000 copies to officials responsible for procurement, production, and 
facilities location. 
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5. Planning for contingency of a greater defense effort 

Prepared several feasibility studies dealing with manpower resources and 
requirements to meet both military and civilian needs at different stages of 
mobilization. 


IV. STATEMENT ON THE DEGREE OF EFFECTIVENESS AND COMPLETION OF THI 
PROG RAM 


The defense manpower program is continuous so long as the defense mobiliza- 
tion program is needed. 
No production has been delayed because of a shortage of manpower. 
Much additional work needs to be done to perfect plans for the larger « 
program indicated by congressional actions. 
Parti ‘ularly, work 1 eeds to be done to 
\. Determine resources and requirements of sp 
B. Develop programs and techniques for securing 
productivity of manpower; 
C. Relate manpower to actions in materials allocation, procuren 
production, and facilities location; 
D. Develop program and adininistration to deal with manpower problems 
in the local area where most problems will occur; 
I. Relate area labor-management committees to the development and 


1 
iefense 


execution of the area programs. 
V. INDUSTRY ADVISORY COMMITTEES 


The Department of Labor has no regular industry advisory committees related 
to the defense inanpower program. 

Occasionally, meetings are held with representatives of an industry to discuss 
manpower problems. For example, a meeting was hela with management and 
labor on the machine-tool industry in August. In this case, we used the same 
representation as in the NPA Industry Committee. 

We are in close touch with the Small Business Division of NPA and consult 
them with regard to small-business representation. 


VI. NUMBER OF PERSONS ON THE STAFF BY GROUPS, CLASSIFIED, WAE, ETC, 


Only a small percent of the programs referred to above are carried out with 
funds appropriated as a result of the Defense Production Act It is difficult to 
identify specifically positions giving full time to defense manpower program. 


Many individuals contribute part time. 


DEPARTMENT OF DEFENSE, MUNITIONS BOARD 


DEPARTMENT OF DEFENSE, 
Munitions Boarb, 
Washington, dD. ie October 5, 1941. 
Hon. Burner R. Maypank, 
United States Senate. 

Dear SENATOR MayBank: As requested in your letter of September 28, 1951, 
there is enclosed herewith a summary of activities performed by the Department 
of Defense under the Defense Production Act of 1950 during the period October 
1950 to October 1951. 

The programs conducted by the Department of Defense which derive authority 
from the Defense Production Act, as implemented by Executive orders, delega- 
tions, etc., are basically the programs of other agencies except in the areas of the 
guaranteed loan program and the certification of critical defense housing areas, 
which are summarized in the attackad enclosure. It should be noted, however, 
that implementation of the act and of pertinent Executive orders by other agencies 
of the Government has, in turn, generated a great deal of activity by the Depart- 
ment of Defense, as indicated in the monthly reports submitted to the Joint 
Committee on Defense Production. 

J. D. Smauyu, Chairman. 
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SUMMARY OF Activities UNDER THE DEFENSE Propuction Act 
I. PRIORITIES AND ALLOCATIONS PROGRAM 


1. The authority of the Department of Defense for participation in the priorities 
and allocations program stems from delegation 1 issued by the National Produc- 
tion Authority under Executive Orders 10161 and 10200. Initially, this program 
was carried out in conformity with provisions of NPA Regulation 2. It involved 
the issuance of DO preference ratings on all procurement for the production and 
construction programs of the DOD within quantitiative program limitations in 
dollars established first by NPA and later by DPA. This program became 
operative October 3, 1950, and continued without major change until the issuance 
of NPA’s Controlled Materials Plan. 

2. Currently the priorities and allocations program of the Department of 
Defense covers the issuance of allotments of controlled materials, pursuant to 
allocations from the Defense Production Administration, to producers of A 
products being procured by or for the Department of Defense and agencies 
associated with it for priorities and allocations purposes, viz, National Advisory 
Committee on Aeronautics, United States Coast Guard, and Central Intelligence 
Agency. In addition, the procurement of B products for the Department of 
Defense programs is still rated with the DO preference rating. These programs 
are currently carried out under the provisions of NPA Regulation 2, as amended, 
and the CMP regulations—particularly CMP Regulations 1 and 3. 

3. Many allied operations are carried on in connection with the operation of the 
authorities stemming from the Defense Production Act. For example, special 
priorities assistance has to be obtained for many contractors of the Department 
of Defense who have difficulty in the procurement of materials and components, 
operating supplies, equipment, facilities expansion, etc. Additionally, the Depart- 
ment of Defense has claimant responsibilities for the military and civilian require- 
ments of foreign areas under military occupation and for munitions list items 
procured by foreign governments through commercial channels. For each of 
these claimant areas, requirements must be claimed, allocations received, and 
arrangements made for alloting materials and issuing preference ratings. Some 
of these activities can be carried out by delegation of authority to allied agencies, 
which has been done where appropriate. In other cases, such as for the munitions 
list items, the Department of Defense has to make the allotments direct to 
American producers and to extend preference ratings to the foreign orders placed 
on such producers. 

4. It should be noted that priorities and allocations operations of the Depart- 
ment of Defense are carried on within the framework of programs established 
and administered by other agencies, and that the responsibility for the over-all 
effectiveness of such programs rests with those agencies, e. g., NPA and DPA. 


Il. GUARANTEED LOANS PROGRAM 


1. The participation of the Department of Defense in the guaranteed loans 
program stems from title III, section 301, of the Defense Production Act of 1950 
and authority delegated to the military departments by Executive Order 10161. 

2. The program is conducted within the Department of Defense by the military 
departments, in cooperation with other. guaranteeing agencies and the Federal 

teserve Board and banks. Policy and administrative questions are considered 

and resolved by a Contract Finance Committee, the membership of which is 
composed of representatives of the three military departments, the Office of the 
Secretary of Defense, and the Munitions Board. 

3. It is apparent that the program as administered by the Department of 
Defense has achieved discernible results in making available required working 
capital for the performance of defense contracts. It is anticipated that the 
program will continue actively so long as the authority therefor exists. There- 
after, a comparatively extensive period of time will be required for orderly liquida- 
tion of the credits which will be outstanding at the expiration of the guaranteeing 
authority. 
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4, A factual summary of the guaranteed loans program in the Department of 
Defense from inception to September 30, 1951, is provided below: 


Amount of loans 


| 
| 
| 


Number ‘ 

: Amount of 

Tot il . 

guaranty 
Total applications received ‘ pieckibiebet. #28 |$1,297,013,871 ($1, 047, 039, 685 
Approved; authorized to Federal Reserve banks | 744 (1, 182, 385, 524 949, 738, 123 
Denied (disapproved, ineligible, or withdrawn 115 61, 239, 347 53, 661, 862 
Pending -_-_- : . 69 53, 389, 000 43, 639, 700 


The number of loans authorized from inception of the program to date, by size 
of loan, is as follows: 


Size Number authorized 
$10,000 and under-_------- = See ee Ee ae ea) 6 
$10,001 to $25,000__- a bch rene at ee Aa Se a aie ae 
$25,001 to $50,000 a a cat ee ajlahiecates 5 ieee aie 49 
$50,001 to $100,000__ ee ; ae 100 
Sree CO wane... 2. <5 ks a eweeewe oe daft ae ee 
$300,001 to $500,000 ea eat Loe Ai 
Buea Gor to SiGe. oo nk cece eee bane 2 ar hele ins 96 
$1,000,001 to $2,500,000________- Dat See pie ae ; : ed 78 
Sa cee We we woo ee... 5 etl ie : itd 45 
$5,000,001 to $10,000,000_______- Sa he ; bite ae Seen 26 
$10,000,001 to $15,000,000__- __- et ee : ies Se 4 
$15,000,001 to $60.000;000.. >... ek ; i Leen 13 
Over $50,000,000__._._____-- eeu _ 2 d 7 l 

PEs UE ett Doki a eee IL xe see Ses bi asa 744 


III, CERTIFICATION OF CRITICAL DEFENSE HOUSING AREAS 


1. Under Title II of Public Law 96, Eighty-second Congress, enacted July 31, 
1951 (amendments to the Defense Production Act of 1950), the Secretary of 
Defense and the Director of Defense Mobilization, acting jointly, are authorized 
to certify critical Defense Housing Areas, 

2. Following passage of the act, procedures were established by the Secretary 
of Defense and the Director of Defense Mobilization specifying the types of data 
necessary for meeting the criteria of the act. These procedures also provided 
that cases involving smaller communities where the principal defense activity 
was a military installation (or installations) would be developed and initiated bv 
the Department of Defense. Certifications of larger industrial areas require find- 
ings on housing shortage by the Housing and Home Finance Agency, on the civil- 
ian in-migration by the Department of Labor, and on rents by the Office of Rent 
Stabilization. For this reason, the procedures further provide that in the case 
of larger industrial areas such findings would be coordinated by the Defense Pro- 
duction Administrator who would then initiate a recommendation to the Secre- 
tary of Defense and the Director of Defense Mobilization. In the 2-month period 
following passage of the act, 13 areas were certified. Of these, six were principally 
industrial areas and seven were principally military areas. In addition, the factual 
data necessary for certification were in preparation on a considerable number of 
cases by the end of September 1951. 

3. It is considered that this program is in its beginning phases. Now that 
procedures have been established for processing the cases and for development of 
the appropriate factual information in each case, it is expected that the program 
will be accelerated. 


, 


IV. INDUSTRY ADVISORY COMMITTBES 


1. At the present time, approximately 800 industry leaders have been organized 
by the Department of Defense into 25 industry advisory committees and 50 
subcommittees. 

2. Membership on these committees, while on an individual basis, has been 
selected from the large, medium and small companies which are representative 
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of all phases of a particular industry and from all sections of the country. To 
insure as complete representation as possible, the Munitions Board has adopted 
a practice whereby one-third of the membership of each committee is to change 
each year, insofar as practicable. 

3. Great care has been exercised and much time expended in selecting members 
to serve on these committees. When the need to organize an industry committee 
arises, technical societies, defense agencies, and other governmental departments 
are requested to submit lists of nominees, such lists to represent all segments of 
the particular industry with as wide a geographic dispersion as is feasible and to 
include small, medium, and large operations. These lists are studied by the 
Munitions Board staff before selections of members are made. Concurrence in 
the selection of members on all committees dealing with stockpiling is obtained 
from the Department of the Interior. 

1. The Munitions Board Industry Advisory Committees have been used by 
the National Security Resources Board and the Department of Interior. In 
addition, NPA representatives have been invited to attend committee meetings 
whenever material is discussed which is of interest to that agency. Before setting 
up new industry advisory groups, the Munitions Board (in accordance with 
operating procedures approved by the Department of Justice, governing the 
establishment and use of industry advisory committees and sub-committees) 
utilizes, insofar as practicable, the existing committees of various Defense agencies 
operating under the Defense Production Act of 1950. 


RECONSTRUCTION FINANCE CORPORATION 


RECONSTRUCTION FINANCE CORPORATION, 
Washington, October 9, 1951. 
Hon. Burnet R. MAYBANK, 
Chairman, Joint Committee on Defense Production, 
United States Senate, Washington, D. C. 
Dear SeENaTOR MayBaANK: Under date of September 28, 1951, you requested 
a brief factual summary of the RFC’s operations under the Defense Production 
Act for the period October 1950 to October, 1951. 
Attached is material submitted in compliance with such request. I trust that 
it is the information you needed. 
Sincerely, 
W. Sruart SYMINGTON. 


SumMARY OF RFC Activities UNpBR DrreNnse PrRopuction Act 


Primary activities of the Reconstruction Finance Corporation, under the 
Defense Production Act of 1950, as amended, deals with the handling of loans. 
The following are brief factual statements concerning the Corporation’s respon- 
sibilities and activities in this regard: 

1. The RFC has loan responsibilities under section 302 and under section 714 
(i) of the Defense Production Act of 1950, as amended. 

2. The Corporation’s authority for section 302 loan responsibilities emanate 
from Esecutive Order No. 10161 (September 9, 1950), as amended by Executive 
Order No. 10281 (August 28, 1951). For loans to small business the authority 
comes directly from section 714 (i) of the Defense Production Act of 1950, as 
amended. 

3. Prior to August 28, 1951, the only authority of the RFC, with respect to 
Defense Production Act loans was as fiscal agent for the Defense Production 
Administration. On August 28, 1951, the authority and responsibility for loans 
under section 302 was vested in the RFC. Insofar as nonworking capital loans 
in aid of defense contracts are concerned, the RFC has authority to make such 
loans only upon the receipt of a certificate of essentiality from either the Depart- 
ment of Agriculture with respect to food and food facilities, or the Defense 
Production Administration with respect to all other facilities. The RFC is 
authorized to make section 714 (i) loans only upon the recommendation of the 
Small Defense Plants Administration, created by the Defense Production Act. 
As yet, no loans have been made under this section. 

4. Letters of understanding, as attached, have been received from Defense 
Production Administration and the Department of Agriculture, formally recog- 
nizing and expressing the cooperative relationship existing with the RFC for the 
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purpose of administrating the loan responsibilities under section 302 of the Defense 
Production Act. 

5. Attached is a summary table of the loan activities of the RFC for the period 
October 1, 1950, to September 1, 1951. During which period the Corporation 
acted as fiscal agent in carrying out the responsibilities of section 302 of the De- 
fense Production Act. 

6. RFC has advisory committees established in each territory served by our 
loan agencies. These advisory committees are composed of representatives of 
banks and other private businesses in those respective areas. The function of 
this committee is to advise our agencies regarding local conditions that would be 
of interest to a lender serving the territory of the agency and to consider and make 
recommendations with respect to loan applications. 

7. Up to this date the Corporation’s work regarding Defense Production Act 
responsibility has been efficiently intermingled with the regular lending operations 
of RFC. There has not been established any separate organizational unit for 
handling this function, due to the fact that on every application determination 
has to be made as to whether or not the loan in question can be made under 
section 4A of the RFC Act. Consequently, it is not possible to develop a useful 
figure, at this time, for the amount of manpower devoted to defense production 
work. Careful attention will be given in the future to keep as accurate records 
as possible on the activities and accomplishments of the RFC in carrying out its 
new responsibilities in handling Defense Production Act loans. 


DEPARTMENT OF AGRICULTURE, 
PRODUCTION AND MARKETING ADMINISTRATION, 
Washington, D. C., September 28, 1951. 
Hon. W. Stuart SYMINGTON, 
Administrator, Reconstruction Finance Corporalion. 

Dear Mr. Syminaton: This will confirm the understanding reached between 
members of our staffs as to the separate responsibilities of the Reconstruction 
Finance Corporation and the Department of Agriculture relative to functions 

ssigned by Executive Order 10281 in regard to the making and certification of 
4oans under section 302 of the Defense Production Act, as amended. 


RE CERTIFICATION 


The Reconstruction Finance Corporation has been authorized and directed by 
section 310 (a) (Executive Order 10281) to make loans under section 302 and 
has responsibility for all financial aspects of such activity as well as disbursing 
and servicing the loans. Except in the case of working capital loans (involving 
no more than minor facility expansion) section 310 (b) (Executive Order 10281) 
provides that loans with respect to food and food facilities shall be made only 
upon certification of essentiality by the Secretary of Agriculture. 

A certificate on behalf of the Secretary of Agriculture, made by the Adminis- 
trator, PMA, pursuant to delegation of authority as to the essentiality of any 
loan under section 302 with respect to food and food facilities, shall certify that: 

(a) The materials to be produced or the services to be performed, are, or in the 
near future will be, essential in the interest of national defense. 

(b) There is, or in the near future will be, a shortage of facilities for the produc- 
tion of such materials or the performance of such services, and 

(c) The project is feasible to the extent that feasibility can be evaluated 
without making any judgment regarding the financial aspects of the proposed 
facility expansion or the financial aspects of the operations of the applicant. 

In transmitting certificates or reporting on application for loan not certified, 
the Department will also transmit any information or facts it believes will be 
helpful to the Reconstruction Finance Corporation in the discharge of its respon- 
sibilities. 

RE PROCEDURE 


Two copies of each loan application and two copies of the Reconstruction 
Finance Corporation field report, when the latter is available, will be referred 
to the Department of Agriculture. The Department of Agriculture, however, 
will not defer certification in any cases where it finds the Reconstruction Finance 
Corporation’s field report is not essential to its determination. 

When the Reconstruction Finance Corporation concludes that a loan which 
has been certified by the Department of Agriculture shall be denied, it will advise 
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the latter before notifying the applicant and afford the Department the oppor- 
tunity to appeal the decision to the Office of Defense Mobilization, If requested 
by the Department of Agriculture, the Reconstruction Finance Corporation shall 
make available all relevant records on the case, including the Corporation’s field 
report, as well as consultation with staff members concerned, and an opportunity 
to review all of the factors on which the decision of the Reconstruction Finance 
Corporation is based. 
Sincerely yours, 
G. F. Gretsster, Administrator. 


DEFENSE PRODUCTION ADMINISTRATION, 
Washington, September 14, 1951. 
Hon. W. Sruart SYMINGTON, 
Administrator, Reconstruction Finance Corporation, 
Washington, D. C. 

Dear Mr. Syminaton: This will confirm the understanding reached between 
members of our staffs as to the separate responsibilities of the Reconstruction 
Finance Corporation and the Defense Production Administration relative to func- 
tions assigned by Executive Order No. 10281 in regard to the making and certifica- 
tion of loans under section 302, Defense Production Act. 

The Reconstruction Finance Corporation has been authorized and directed by 
section 310 (a) (Executive Order 10281) to make loans under section 302 and has 
responsibility for all financial aspects of such activity as well as disbursing and 
servicing the loans. Except in regard to loans for working capital and for food 
and food facilities, section 310 (b) (Executive Order 10281) requires Defense Pro- 
duction Administration certification to the Reconstruction Finance Corporation 
as to the essentiality of the loans. 

A certificate by the Defense Production Administration under section 310 (b) 
of Executive Order No. 10281 in regard to the essentiality of any loan under section 
302 shall certify that: 

(a) The material to be produced is, or in the near future will be, essential in 
the interest of national defense. 

(b) There is, or in the near future will be, a shortage of facilities for the produc- 
tion of such material, and . 

(c) The project is feasible to the extent that feasibility can be evaluated without 
making any judgment regarding the financial aspects of the expansion or the 
financial aspects of the operation of the company. 

The certificate of the Defense Production Administration or accompanying 
report will in appropriate cases include comments with references to any or all of 
the following factors: 

(a) The significance of the total cost of the proposed expansion described in the 
application, in relation to the estimated increased production and the urgency 
thereof in the light of defense requirements. 

(6) The extent to which the proposed expansion will aid in expediting produc- 
tion required for the defense program. 

(c) The availability of alternative methods or facilities for securing the desired 
production. 

(d) The extent of Government assistance which the applicant has applied for 
or received by way of necessity certificates, procurement contracts, Government 
purchase programs, or guaranties. 

(e) The probable availability of critical materials required for the expansion. 

(f) Conformity with poliey directives. 

When the Reconstruction Finance Corporation concludes that a loan applica- 
tion which has been certified by the Defense Production Administration should be 
denied, it will advise the latter before notifying the applicant. Thereupon, if re- 
quested by the Defense Production Administration, the Reconstruction Finance 
Corporation will afford the Defense Production Administration access to all 
relevant records on the case as well as any consultation with staff members con- 
cerned and an opportunity to review the factors on which the decision of the 

teconstruction Finance Corporation was based. 

Two copies of each loan application and two copies of the Reconstruction 
Finance Corporation field report will be referred to the Defense Production Ad- 
ministration. The Defense Production Administration, however, will not, except 
in special cases, defer certification on any case pending receipt of the Reconstruc- 
tion Finance Corporation report. 

Sincerely yours, 
MANLY FL®ISCHMANN, Administrator. 
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Summary of DPA loan application activity, Oct. 1, 1950, to Sept. 1, 1951 


Defense 
Total ! Commerce Transport Ad- Interior Agriculture 
ministration 


Num- 
ber 


Num- 


Amount ber 


Amount Amount 


Totalreceived I$1, 43: 380 ($1, 199, 783 


Pending___. 3 311, ! 190, 236 
Withdrawn by ap- 

plicant_. ; 56 216, 608 50 | 213, 690 
Declined by dele- | 

gate agencies - - 689, 440 35 647, 564 


Loans authorized: 
Amount re- 
quested 
Amount author- 
ized 
Authorized under 
302 
Authorized partly 
under DPA loan 
certificate and 
partly by RFC 


Amount under 
RFC Act | 
Amount of DPA | 
certificate 
Authorized entirely 
under RFC Act $2 


made to 28 borrowers, and the outstanding balance as of Aug 
23 certifications totaling $12,804,943 have been canceled. 


§ 2 certifications totaling $7,860,000 have been canceled. 
41 certification in the amount of $4,944,943 has been canceled. 


DEPARTMENT OF STATE 


DEPARTMENT OF STATE, 
Washington, October 8, 1951. 
Hon. Burnet R. MayRAnK, 
Chairman, Joint Committee on Defense Production, 
United States Senate. 


My Dear SENATOR MaysaNk: This is in response to your letter of September 
28, 1951, requesting a factual summary of the State Department’s operations 
under the Defense Production Act during the period October, 1950 to October, 
1951. The following information is submitted as outlined in your letter: 

1. This Department has been rating and extending orders for the procurement 
and construction requirements of the International Ihformation and Educational 
Exchange Program within the restrictions, including quantitative allocations 
established by the National Produetion Authority since February 1951. The 
monetary allocations were lifted by the National Production Authority last July 
upon institution of the Controlled Materials Plan, at which time our periodic 
reports to your committee were discontinued. 

2. The Department’s authority hereunder stems from the National Production 
Authority Delegation No. 8, dated February 12, 1951. 

3. This program covers the over-all supply and construction needs of our 
International Broadeasting Division (Voice of America), the Division of Inter- 
national Press and Publications, and the Division of International Motion Pie- 
tures, and includes many specialty items of supplies peculiar to activities of this 
description. The construction program comprises the building and equipping of 
powerful broadcasting stations to increase the range of the Voice of America. 
To this end, the facilities of the General Services Administration, the Office of 
International Trade, and the National Production Authority have been effectively 
utilized. 

4. Our ability to apply and extend ratings on procurement orders has been 
very helpful in accomplishing an essential supply program. In acquiring cone 
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trolled materials it is necessary to submit our requests for authorized controlled 
materials orders and allotments to the General Services Administration and the 
Office of International Trade, since our authorization under the National Produc- 
tion Authority Delegation No. 8 does not enable us to apply and extend procure- 
ment orders of that. nature. 

5. Not applicable to State Department. 

6. It is the primary responsibility of one classified employee to carry out the 
Department’s operations under this act. In addition, the services of the classified 
employee staff of the Procurement and Property Management Branch of the 
Division of Central Services are utilized, as required. 

Sincerely yours, 
W. K. Scort, 
Acting Deputy Under Secretary 
(For the Secretary of State) 


COAST GUARD 


Unrrep States Coast GuaArp, 
Headquarters, Washington 25, D. C., October 4, 1951. 
Hon. Burnet R. MayYBANK, 
Chairman, Joint Committee on Defense Production, 


House of Representatives, Washington, D. C. 


My Dear Mr. CrarrMan: Receipt is acknowledged of your letter of September 
28, 1951, in which you requested a brief, factual summary of the Coast Guard’s 
operation under the Defense Production Act. The following information is 
furnished in the order requested in your letter: 

1. Program consists of issuing defense order ratings and controlled material 
allotments to Coast Guard contractors. DO ratings have been issued from 
November 1950 to October 1951. CMP allotments have been issued since 
receipt of authority from the Department of Navy to October 1951. 

2. Present authority: NCPD 7-52, Department of the Navy, issued effective 
July 23, 1951. Authority to issue DO ratings previous to July 23, 1951: NPA 
Delegation 4, which has since been revoked. 

3. DO ratings and allotments of controlled materials are made to Coast Guard 
contractors in accordance with such instructions, conditions, record-keeping and 
reporting requirements, and policy directives as may be issued from time to time 
by the Munitions Board, and in conformance with the terms of the regulations 
and orders of the National Production Authority. Insofar as the Controlled 
Materials Plan is concerned, the Coast Guard functions are coordinated by the 
Office of Naval Material. The Coast Guard submits requirements to the Office 
of Naval Material since the Department of the Navy is claimant agency for the 
Coast Guard, and allocations of material are received via the same chain. 

4. The Controlled Materials Plan has been very effective in accomplishing 
deliveries of materials required for the use of the Coast Guard. 

5. The Coast Guard has no industry advisory committees. 

6. The personnel of the Controlled Material Section at Coast Guard Head 
quarters consist of three military and eight classified civilians. 

Very truly yours, 
MeErRuIN O'NEILL, 
Vice Admiral, United States Coast Guard, 
Commandant. 





APPENDIX B 


Report ON DrereNsE Propuction ADMINISTRATION’S ACTIVITIES ON 
BEHALF OF SMALL BUSINESS 


DEPARTMENT OF COMMERCE, 
NATIONAL PRODUCTION AUTHORITY, 
Washington 25, July 31, 1951. 
Hon. Burnet R. MAyYRBank, 
Chairman, Banking and Currency Committee, 
United States Senate, Washtnaton, D. C. 

Dear Mr. CuatrMANn: Because of your particular interest in the special 
problems of the small businessman arising principally from the impact of the 
defense program, I am enclosing a copy of a report released by Mr. J. C. Pritchard, 
Deputy Administrator for Small Business, Defense Production Administration, 
who also serves as Director of the Office of Small Business, NPA. 

This report discusses the place of small business in the defense economy, as 
well as the services on behalf of small business which have been extended by 
several of the executive agencies during the year ended June 390, 1951. 

The enclosed is an advanced copy, a limited number of reprints of which are 
now in process. 

Sincerely yours, 
d. L. Mey. 
Acting Deputy Director, Office af Small Business, 


SMALL BuSINESS IN THE DEFENSE PROGRAM 
FOREWORD 


The end of Federal fiscal vear 1950-51, coinciding almost exactly with the first 
anniversary of our defense mobilization effort, makes this report on the condition 
of small business both necessary and timely. 

It is important to remember that no precedent exists, no guidelines had been 
previously established, for a national effort to simultaneously 

1. Produce and create the material requirements of global war. 

2. Stockpile materials, scarce in supply, for use in periods of greater 
emergency. 

3. Sharply increase the national plant capacity to produce materials. 

1. Maintain civilian consumption at highest practicable levels. 

While the situation requires varying degrees of adjustment on the part of each 
unit of industry, current requirements tend to bear unequally on the smaller units 
in each trade. 

The following material has been gathered from many sources. Space precludes 
acknowledgement of individual contributions. The generally satisfactory results 
accomplished reflect the sincerity of purpose of group actions, rather than the 
ability of any individual. 

J. C. Prrrcewarp, 
Deputy Administrator for Small Business, 
Defense Production Administration. 
Jury 1, 1951. 
CONTENTS 

Section I. Summary. 
Section IT. Definition and outline of the small-business problem, 
Section III. Organization of small-business activities, 
Section IV. Material supply. 
Section V. Federal procurement. 
Section VI. Expansion and control of production. 
Section VII. Conversion of plant production or market. 
Section VIII. Finance, 
Section IX. Employment, wages, and prices. 
Section X. Public relations and conclusion. 
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SEcTION I 
SUMMARY 


The best interests of small business have been adequately protected by the 
Federal agencies. 

Never before have the 273,000 small manufacturing plants of the Nation 
received more concentrated attention and assistance than during the 9 months 
since the passage of the Defense Production Act of 1950. 

This has been necessary because experience has shown that in the early part of 
mobilization small business suffered abnormally. It was expected that partial 
mobilization would bring penalties no less severe. 

The impact on small manufacturers of the current defense program may be 
seen in these two indexes, (1) business failures, and (2) employment in the small- 
business segment of the metalworking industries, a particularly sensitive area. 

Business failures were 14 percent lower in the first 25 weeks of 1951 than in the 
like 1950 period. 

Employment in metalworking plants having less than 100 workers increased 
22 percent in the 9 months following Korea. Plants with 100 to 500 production 
workers showed an increase of employment of about 23 percent. In contrast, the 
largest plants (over 500 production workers), comprising 10 percent of the estab- 
lishments in this industry and employing approximately two-thirds of the approxi- 
mately 4 million production workers, expanded their employment by 15 percent. 

The place and importance of small business in the defense program were set 
forth in the Defense Production Act of 1950, as follows: 

“It is the sense of the Congress that small-business enterprises be encour- 
aged to make the greatest possible contribution toward achieving the objec- 
tives of the Act.” 

These objectives were to promote the national defense by meeting the require- 
ments of the military programs and foreign policy without undue strains and 
dislocations upon the civilian economy within the American system of free 
enterprise. 

Because of size, small business suffers from the lack of specialists in the various 
phases of management techniques and, as a result, there is a tendency toward 
greater concentration of economic power. The problem of the Federal Govern- 
ment has been not only to resist this trend to economic concentration by bringing 
about a greater competition afforded through numbers of establishments but also 
to bring about a dispersal of industry in the national security. The future 
economic growth of the Nation can be assured through the continued health of 
small business, 

Small-business problems sweep across the board and involve procurement and 
contracts, materials and equipment, loans and tax amortization, controls and 
management. These operations affect many Federal departments and agencies: 
the military services, the Generali Services Administration, the Atomic Energy 
Commission and the Department of Commerce. Each one mobilized its resources 
to render small business the utmost in services and assistance. Their activities 
were coordinated by the Small Business Executive Committee, responsible to the 
Defense Production Administrator. 

in addition to the Federal agencies, the Defense Production Administrator 
enlisted the support of 44 States, which set up Governor’s Commissions for Small 
Business 

The accomplishments of the past year can be evaluated only when the circum- 
stances governing small-business activities are recognized together with the 
problems. 

In July 1950, shortly after the start of Korean hostilities, the steady advance 
of business accelerated to a marked degree. Shortages which had already existed 
in many materials became even more intense as industry, whose capacity already 
was about 82 percent higher than in 1939, continued to expand; consumer demand 
for durables increased; and stockpile requirements made substantial inroads in 
the supply pict ure P 

Ordinarily, these pressures would have contributed heavily to the dispropor- 
tionate hardships to which small manufacturers are heir in times of shortages of 
material. These pressures were somewhat lessened by the actions taken by the 
National Production Authority. As a consequence the suffering of small manu- 
facturers was relative. But the enforced reduction of output from the highest 
level yet reached, was considered by some as a hardship—a hardship in that they 
were unable to satisfy demand and thus maintain as well as expand profits. This 
was also true in other segments. But from the national viewpoint, cut-backs in 
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civilian production were necessary to support the defense program. Traditionally 
small manufacturers have engaged mostly in either civilian production or as 
suppliers to larger companies. 

From a practical standpoint, the National Production Authority was compelled 
to issue its materials-control orders on an industry-wide basis. In doing this, 
some 31 industry and product divisions drew heavily on the experiences of approxi- 
mately 1,300 small-business men who were members of some 300 industry advisory 
committees established to advise the agency. The active participation of small- 
business representatives has enabled the National Production Authority to avoid 
errors which otherwise might have occurred. It also has pointed up certain 
problems and has made possible the taking of positive action to deal with these 
before many became serious. 

Obviously, in dealing with as varied and complex a machine as the American 
economic system—and no matter the safeguards and the care exercised—mis- 
takes do occur. Therefore materials-control orders have been changed from time 
to time, not only to correct these mistakes and errors in judgment but also to 
keep apace of a changing military situation and the domestic economy. 

In developing the materials-control program, it has been the policy to emphasize 
essentiality and equity, or at least to minimize inequity. At the outset it was 
well understood that no order of a general nature would apply with equal fairness 
to all segments of an industry. A base period might apply to a substantial major- 
ity of the industry but in individual cases would result inhardship. An individual 
producer might have closed down because of a strike or had little production for 
the period. While these have been and are pressing administrative problems, 
relief has been provided to all cases of proven hardship brought to the attention of 
the National Production Authority. 

To prevent undue hardship on small users, the agency has issued 25 major 
orders which contain provisions safeguarding the interests of users of small quan- 
tities of materials in short supply. These have been of direct benefit to 
small manufacturers. 

Materials controls generally have not inequitably affected the huge majority of 
small manufacturers. Those that have been adversely affected usually reflect 
individual habits of operation or individual circumstances contrary to the general 
pattern of their industry. The largest single problem of small manufacturers in 
obtaining materials has stemmed from the fact that they have been casual pur- 
chasers during normal times, and as such, have not established themselves as 
regular buyers with sources of supply. This was particularly true in the last 
quarter of 1950 and in the early months of 1951 when many small firms reported 
difficulties in obtaining their steel requirements because they were not considered 
“regular customers” by the suppliers they approached. These were part of the 
20 percent of all manufacturers that called upon the National Production Author- 
ity during the 744 months’ period ended June 15, 1951, for adjustment of base 
periods and for assistance in obtaining materials. In the majority of instances, 
requests for assistance of one kind or another have been given favorable action. 

Until now, the quantities of materials actually consumed in the production of 
defense items have been comparatively small. From now on, production for 
defense will require greater amounts of materials. 

By the end of 1951 approximately 15 percent of the gross national product will 
be spent for defense. Therefore, the amount of Federal procurement cannot in 
itself yield the answer to the small business firms which today find themselves 
without their necessary supply of raw materials. 

Although small manufacturers in recent vears have had little experience with 
Federal procurement, their participation in prime contracts has increased. 

For the 10 months ended April 30, 1951, small firms were awarded §4.2 billion 
of the $19.1 billion of total militpry contracts awarded. Of contracts negotiated, 
small firms have received a steadily increasing percentage of the dollar volume 

since January 1951. In January 1951, small firms were awarded $452,971,000 or 
13.5 percent of negotiated contracts; in February, $439,252,000 or 19.9 percent ; 
in March, $683,175,000 or 24.4 percent and in April 1951, $735,484,000 or 26.9 
percent. In April 1950, small business firms were awarded $39,317,000 or 9.9 
percent of total contracts negotiated. 

On the other hand, small goncerns have been awarded an increasing share of 
procurement through advertised bids. In January 1951, small firms were awarded 
$220,450,000 or 33.9 percent of contracts awarded through advertised procure- 
ment; in February, $116,440,000 or 38.2 percent; in March $101,608,000 or 56.7 
percent; and in April 1951, $71,082,000 or 60.4 percent. In April 1950, small firms 
were awarded $47,867,000 or 56.3 percent of all contracts awarded through 
advertised bids. 


many 
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There is a general misconception as to the profit possibilities on Government 
contracts. Since negotiated contracts are subject to renegotiation, anv excess 
profits are recovered by the Government. Every effort was made to broaden the 
base of procurement and to make multiple contracts so that smaller business had 
a better opportunity to share in defense business. 

Under present directives there is a greater chance for small business through 
negotiated purchases than under the advertised bid method. 

In view of the many bazards and difficulties encountered in the performance of 
prime Government contracts, subcontracting appears to be the most desirable 
activity for the smaller manufacturer. 

Government contracts, however, can be considered at best as onlv a partial 
answer to the maintenance of production by small manufacturers. The greater 
part must come from their participation in essential civilian production. 

There is no area fraught with more danger to the economic health of the ecoun- 
try than the indiscriminate urge for expansion of processing and fabrication facili- 
ties. Such an expansion would bring about production far in excess of the con- 
sumptive needs and could upset the economy. 

On the other hand, shortages of basic raw materials have existed since the con- 
clusion of World War II. The encouragement of expansion in this direction has 
been necessary to provide for defense needs and to gradually supply the require- 
ments of the civilian markets. No area of production offers greater help to the 
small manufacturers and their present plight, together with other segments, will 
be lessened to a considerable extent by 1953, barring total mobilization. 

Likewise, it is healthful thet fabrication-facilities expansion be encouraged to 
provide product mix in short supply. The policy of discouraging the build-up 
of processing and fabrication equipment generally until it has been determined 
there are in a given area no existing facilities with open capacity, is of distinct, yet 
indirect benefit to small manufacturers. 

The very act of expanding processing or fabrication facilities intensifies shortages 
of materials and brings greater potential competition to many areas where there 
may be capacity beyond military or civilian needs 

As a matter of nationel security and economic health, a definite effort should be 
made to see that new small plants be located far from heavy industrialized areas 
and preferably in loealities that are underdeveloped or economically depressed. 

Conversion problems have not yet become urgent for the majority of small 
manufacturers. Meanwhile, steps have been taken to activate the inherent 
energies and initiative of deserving small business in 

a) Improving their presentation of product or service. 
h) Developing new markets (the prime contractor and larger purchaser). 
improving their delivery practice and techniques through the use of 
transit rates, combination trucks, and rail hauls, ete 
d) Developing new products or new uses and adaptations of old products 
through the use of technical engineers. 

When it is neeessarv to convert, small manufacturers must guard against 
entering markets already overcrowded, for conversion very often may mean over- 
expansion of another field 

The small-business specialists of the military services and the Office of Small 
Business, National Production Authority will be of assistance in minimizing any 
trend toward conversion. Their efforts now are concentrated on resisting the 
expansion of all plants, as well as the addition of overtime or extra labor shifts, 
until such time as the idle facilities of the entire supply area shall have been fully 
utilized. In critical defense areas thev are arranging for subcontracting between 
overloaded prime contractors and smaller firms outside the congested area but 
within practicable supply distance of the area. 

Local and private sources of financing, whether from a bank or a prime con- 
tractor, still remain the most effective and desirable sources available to the 
small-business man. Reports indicate that the small manufacturer is reasonably 
well supplied with working capital through local lenders. 

Financial assistance through the Government may be extended only when it is 
not available on reasonable terms from private sources or from the Reconstruc- 
tion Finance Corporation. This policy has been adopted to avoid Government 
competition with private enterprise and to disa@nurage excessive expansion of 
facilities. 

To encourage private investment in the expansion of industrial capacity, the 
Internal Revenue Code has been amended to permit charging off such investment 
over a 5-year period instead of longer periods. In order to qualify it is necessary 
to obtain a certificate of necessity from the appropriate agency certifving to the 
essentiality of the facilities. 
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More than 10,000 certificates of necessity have been filed to date—of these, 
2,156 were granted, 970 denied, and the rest are pending. As of June 7, 1951, the 
proposed investments in facilities for which certificates of necessity have been 
approved aggregated $6,709,060,000. 

From July 1, 1950, through March 31, 1951, the Reconstruction Finance Corpo- 
ration made 1,952 small-business loans totaling $59,900,000. Some of the loans 
were made in participation with banks. Of the total, the banks shared to the 
extent of $5,406,000. 

Section 301 of the Defense Production Act authorizes the V-loan program, 
operated by the Federal Reserve bank, under which the procurement agencies 
are permitted to guarantee loans made by financial institutions for the 
of carrying out Government contracts for goods or services essential to the national 
defense. 

As of June 30, 1951, 484 V-loans had been processed for a total amount of 
$655,500,000. 

Shortly after the initiation of the V-loan program, it became evident that a 
number of banks were unwilling to participate because of a ruling by the Comp- 
troller General that any bank accepting an assignment of a Government contract 
as collateral for a loan would incur a contingent liability under that contract for 
such items as renegotiation claims for tax deficiencies. However, this problem 
was eliminated through the passage of an amendment to the Assignment of 
Claims Act on May 15, 1951. However, there is continued resistance on the 
part of the banks to making V-loans on the ground that most of such loans are 
too small and involved, and the interest rate-—5 percent maximum—is too low. 
A V-loan is available only to those with a Government contract, which places 
many businesses, especially smal! ones, in a position of being unable to obtain a 
Government contract because they cannot get financing. An advance commit- 
ment to make such loans may be necessary to correct this situation. 

Under section 302 of the act, interested agencies are authorized to recommend 
direct loans to businesses for the expansion of productive capacity, development 
of technological processes, and for the exploration, development, and mining of 


I 
itegic metals and minerals 


urpose 


stré 

The facilities-loar ‘ograim under section 302 has caused considerable resent- 
ment because many applicants do not have a proper basis in terms of needed 
capacity or because many requests have been for working capital. It is neces 


sary to emphasize that facilities loans are for facilities only, or for facilities and 
working capital incidentally. 

In order to encourage the production of strategic materials, section 303 of the 
act provides for Government purchases or commitments to buy metals, minerals, 
and certain other raw materials for Government use or resale, That section also 
offers an indirect means of financial aid through provisions for the installation of 
Government-owned equipment in privately owned factories 

The early concentration of defense spending with relatively few large companies 
in the highly industrialized sections of the country caused an early shift in em- 
ployment patterns. This has resulted in a build-up of labor forces in these area 
because civilian production was et such high levels that the early defense produc- 
tion could not be accomplished by changing over from civilian production ac- 
tivity. Although the basic policy with regard to full utilization of manpower 
was to have the work follow the worker in order to prevent migration of labor 
with ail of its attendant problems, it now becomes necessary to continue to 
concentrate defense spending in the large industrial areas in order to provide 
employment as civilian production drops. This has affected small business 
adversely because it has to a considerable extent prevented the placing of defense 
procurement over a@ more widely dispersed area of business. 

Through the efforts of the Department of Labor, the Interagency Regional 
Defense Mobilization Committees, and community-level groups efforts are being 
made to effect the defense program with as little disruption as possible in the 
existing geographic employment pattern of the country. 

A study of present effects of price and wage controls on small business at this 


1} 


time indicate no particular problems in these areas which call for specific action, 


4 





Section I] 
DEFINITION AND OUTLINE OF THE SMALL-BUSINESS PROBLEM 


rhe problem is in effect to strengthen the free-enterprise system through the 
competition of numbers. To do this, it is apparent that small business must nec- 
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essarily be supported in its efforts to overcome the special problems inherent in 
smallness. 

As long as a business is small, it will suffer within its own organization from 
lack of specialists in the various phases of management. Without sufficient 
capital to retain the personnel versed in the techniques of sales and product promo- 
tion, production, inventory supply and control, finance, credit and collection, 
traffic control, accounting and auditing, product and market research, a small 
concern must rely on its own abilities in these fields. In most small concerns, 
the management functions of all these specialized fields of business are undertaken 
by one individual—the owner. Very often he has the assistance of a few partners. 
But even then there is a paucity of experienced talent for all the diverse fields of 
management. 

On the other hand, larger concerns with the concentration of their economic 
power, can accumulate vast reserves—reserves of both finance and specialized 
skills in management. The same concentrations vield greater voice and influence 
not only in trade circles, but in the councils of Government than can be attained 
by smaller competitors. 

In the public interest, the smaller enterprise must be protected, within practical 
limits, from unfair trade practices, from unfair competition and from unequal 
impact of Federal controls and regulations. 

But in order to protect the right of the individual to start his own business and 
to give freedom of expression to his initiative and creative ability; in order to 
protect public interest in the maintenance of minimum disappearance rates among 
business enterprises; in order to disperse and control extreme concentrations of 
economic power and employment; in order to protect the full plant capacity of 
the Nation for use in periods of national emergency, it becomes necessary to give 
special assistance to the smaller firm. 

Properly, that special assistance needs to be rendered, in general terms, in the 
fields of Government control of material supply, of Federal procurement, of credit 
control, of price and wage regulation, and of finance. Specifically, that assistance 
is required by the individual unit at the site of its establishment and in the fields 
of management in which it finds itself individually in need of advice, encourage- 
ment, leadership, and technical service. 


DEFINITION AND OUTLINE OF THE SMALL-BUSINESS PROBLEM 


A report of the Department of Commerce in September 1950 shows: 


Manufacturing concerns 5 ; 303, 300 
Distributing concerns : , 891, 200 
Service concerns 856, 200 
Contract construction concerns 366, 900 
Other concerns _ - 579, 900 


On the basis of common usage among the agencies Of Government, a small 
business has been defined as being an independent enterprise, employing fewer 
than 500 persons and not dominant in its industry. Under that definition, Over 
90 percent Of manufacturing concerns are small business. A substantially larger 
percentage Of small firms is to be found in the other classifications of business. 

In order to obtain a more accurate measurement for defining small business, a 
study recently was completed covering the relationship between the number of 
employees and the total production of 452 manufacturing industries as classified 
by the Bureau of the Census (exhibit 16). Allowing for certain exemptions, the 
study indicates a wide variance as to what constitutes small business in the various 
trades. While the study makes possible more accurate definition of small business, 
it also entails vastly greater complexities Of administration to conform with the 
multiple definitions. 

If the Government is to attempt to provide the specialized assistance in manage- 
ment techniques to small concerns, these definitions are necessary. 

Section III 
ORGANIZATION OF SMALL-BUSINESS ACTIVITIES 


The Administration’s responsibility for due attention to the problems and 
requirements of small business, historically, has been placed with the Department 
of Commerce. That Department has usually had the cooperation of other Federal 
agencies at intermittent times of specific requirements. 
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Congress, in realization of emergency requirements, placed specific responsi- 
bility upon the President in the Defense Production Act of 1950 (title VII, see. 
701). That responsibility has been delegated and assumed by all administrative 
agencies in their respective operations. 

Agency small-business policies have been adjusted and coordinated through the 
operation of a Small Business Executive Committee responsible to the Adminis- 
trator of the Defense Production Administration. The baric theories of the 
coordinated effort have been 

1. To assign the various segments of the problem to the agency or agencies 
best qualified to act; reviewing and criticizing the implementation of policies 
on a weekly or bimonthly basis; and, directing those changes as will improve 
performance. 

2. To assist each agency in the development of realistic, currently applic- 
able, and practical policies. 

3. 40 present the viewpoints of small business in the formation of other 
Defense Production Administration policies. 

+. To coordinate the work of small-business field personnel in both military 
and civilian agencies. 

5. To recruit and develop State and local] assistance for small business. 

The organized and specialized activities of the various agencies are briefly 
described below 

(1) The Department of Defense-——(a) The Munitions Board, Office of Small 
Business, assists in developing small-business procurement policy decisions of 
the Board and implementing these decisions through the Army, Navy, and Air 
Force and their field purchasing offices. It operates also a Procurement Informa- 
tion Service in Washington where information on purchases of the three services 
is made available. 

(6) The three military services, the Army, Navy, and Air Force have assigned 
small-business specialists at their many purchasing locations. These specialists 
are charged with continuous review of purchase actions and improving the position 
of small business with both prime- and sub-contractors. Progress reports of each 
of the three services are attached. The services also manage and promote material 
display exhibits for subeontractors. 

(2) The Department of Commerce.—Specialized work divisions of the Depart- 
ment, all specifically assigned with some portion of the small-business responsi- 
bility, require separate mention: 

(a) National Production Authority activities are described in section IV. 

(b) Office of Field Service has assigned some 140 small-business specialists in 
105 cities to assist smaller concerns at their operating sites. 

(c) Office of Technical Services provides technicians to advise on problems of 
plant or material conversion. 

(d) Patent Office offers the Government-owned patents to those small concerns 
who require product conversion. 

(3) General Services Administration.—The General Services Administration, 
through its personnel specifically assigned to small-business activities, is charged 
with the improvement of the procurement practices of Government purchasing 
agencies. In this position, it has directed several actions in the interest of small 
business. The detailed report of the activities of the General Services Adminis- 
tration in behalf of small business is attached. 

(4) The Atomic Energy Commission.—The steps taken to provide small-busi- 
ness participation in its purchase program are indicated in exhibit 14 (f). 

(5) Eeonomic Coope ration Administration. The Keonomiec Coops ration Ad- 
ministration operates an Office of Small Business in order to provide information 
on the purchase authorizations of the ECA and to assist small-business men who 
wish to engage in foreign trade through those programs. It has established a 
wide coverage of ‘“‘counselors’”’ over the country through which this service is 
rendered. 

(6) Of a non-Federal nature, at the request of the Defense Production Admin- 
istrator, the governors of 33 States bave appointed Small Business Commissions 
to develop and maintain data regarding plant facilities in their States. 


SECTION LV 
MATERIAL SUPPLY 


Today’s greatest problem for small business is to be found in material shortages, 
During all periods of short supply, material tends to flow to large and forceful 
buyers. Smaller firms tend to bear an unequal impact of shortage. Smaller 
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firms also tend to be single-product producers and, as such, unable to convert to 
other material usage. 

To hold business disappearances to minimum practicable rates, it becomes 
necessary to view peculiar problems in material supply in each of the 452 recog- 
nized classifications of manufacturing industry. The obvious complexity of the 
problem justifies a careful review of current general and specific policies, as well 
as a reporting of implementation and result 

The materials control program is based on the assumption that there is an 
insufficient amount of materials to sustain both a high level domestic economy 
and the defense program. As a consequence, controls must be exercised to the 
extent necessary to assure the provision of an adequate supply of materials for: 
(1) Defense production; (2) defense supporting activity and; (3) essential civilian 
production. 

In developing the control program, it has been the policy to emphasize essen- 
tiality and equity (or at least to minimize inequity). Thus, materials for defense 
production have been placed out in front, while the burden of providing those 
materials has been distributed through ceiling limitations on the acceptance of 
rated orders. Fora time, the positive policy of essentiality was supported by the 
negative policy of nonessentiality, i. e., by prohibition orders. The latter policy 
is now being abandoned as unfair and unnecessary at this time. 

Another application of the equity principle is that orders shall be general in 
their application and not unduly burdensome to individual firms. Since this is 
virtually impossible of accomplishment, individual and nontypical problems 
shall be adjusted by specific action on each case. > 

The foregoing material control policy has been implemented: (1) Through a 
system of ‘‘orders,’”’ and (2) by individual directives. Orders issued thus far 
may be classified in the following types: 

1) Order creating and applving a single band (DQ) priority system. (This 
is now being converted into the CMP system which is a single-band allocation 
system 
" (2) Equitable distribution orders establishing ceilings for DO business 
3) Limitation orders restricting the use of tertain materials to given per- 


} 
ves of base periods 


t) Conservation orders providing that no more than the specified amounts of 


may be used in manufacturing given articles, e. g., amount of natural 
in tires, the thickness of tin on cans 
\llocation orders dividing the exceptionally short supply materials. 
Program orders to assure materials for given levels of production in certain 
defense supporting lines, e. g, railroad cars, and farm machinery. 
tvpe of order has been accompanied in varving degrees by undesirable 
The most important of these was the appearance of unevenness 
in the distribution of available materials and hardships imposed upon individual 
firms bv base periods governing limitation orders which were generally applicable 


to an industry. Other undesirable effeets were much more limited in scope and 


came out of conditions or circumstances peculiar to particular industries 

Unfavorable reactions from control measures were most evident among the 
small-business segments. This was to be expected both bv reason of the numerical 
predominance of small concerns and the inherent weaknesses rising out of the 
scale of operations and competitive status of the individual firms 

Generally, it was desirable that remediai action be along lines of individual 
assistance until such time as general modification of a control measure or the 
adoption of some other control plan was indicated. During the last months of 
1950 and the first quarter of 1951, the effects of the selected base period for the 
limitation orders on aluminum, copper, zine, tin and nickel presented the major 
problem. Material shortage problems were also present, especially in steel, 
copper and zine. Prohibition orders on aluminum, copper and nickel also 
worked hardships on many smal) concerns 

During recent months shortages of machine tools and equipment, together 
with materials shortages of steel, nickel, copper, tin, lead, aluminum, sulfur and 
other chemicals have been among the major problems of small firms 

Numerically, in the last few weeks the cases involving materials shortages 
predominate, particularly in connection with lead, zine, textiles, leather, machine 
tools, and equipment, farm equipment, building materials and electronics. Gen- 
erally, this problem has been attacked successfully on an informal, individual 
case basis with the Government representative acting as the middleman in bring- 
ing together the applicant and a source of supply. 

The next largest number of requests have been hardship cases resulting from 
the base periods of limitation orders. Assistance requests relating to individual 
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adjustments of the base period predominated in connection with aluminum, cop- 
per, rubber, and tin. The selection of a base vear for a normal pattern of distribu- 
tion by suppliers of chemicals has also resulted in materials shortages for a number 
of small concerns. 

A variety of problems were presented by small business in connection with 
steel. The more important were early inequities and unevenness in distribution 


to small companies. Later, limitations upon the use of steel in the manufacture 
of certain consumer durable goods became the principal cause of requests for 
assistance. 

For producers of containers, including tin cans, specifications and standards 
governing manufacture were the major problem of smal! concerns. 

The above review covering about helf the number of smail-business requests 
for assistance from April | to June 15 indicates that the eceeenel problem 
has been one of individual adjustments to changes in the supply pattern. Be- 
cause of the small size of the consumers, it is likely that this is as much a 


matter 


of a lessened availability of casual sources as it is a serious disruption of ios normal 


pattern of distribution. In a lesser number of cases the control measures were 
involved but the requests again indicate that the basic problems were individual 
in character and the proper line of action was to take care of the exceptions in 
conformity with general Botley. 

The writing and issuance of control orders is a function that requires the 
cooperation of many ch ms and groups in both the Government and in industry. 
Usually, the order is initiated by the NPA materials division or other organiza- 
tion most eounactiaiesbs concerned, The initial step is to issue a Notice of Intent 
which gives notice to all possible persons concerned within the Government that 
an order is to be written in regard to controlling @ specific material. When the 
Office of Small Business receives such a notice it pursues the matter in order to 
participate in the writing of the order to the fullest extent. 

A preliminary draft, or the formal draft if available, is analyzed to determine 
its anticipated effect on small business. Wherever possible an effort is made to 
have small user or other provisions favorable to small business incorporated into 
the propose -d order. At the present time there are 25 orders of the 69 which have 
a provision of one type or another that is favorable to small business. 


me 
orders for one reason or another (conservation orders, prioritv orders, 


ete.,) do 
not lend themselves to special consideration, and in no case is any provision 
knowingly incorporated which would discriminate against smal] business. 

The nature of recommendations which the Office of Small Business makes is 
affected to a large degree by the information obtained from representatives of srr all 
business who attend industry advisory committees = never practical the 
substance of proposed orders is discussed and explored a these industry adviscry 
meetings. In many instances the quantity of the aaa user exemptions ere 
established on the recommendations forthcoming from such meetings 
cooperation between these advisory committees and the Office of Small Bu 
as well as other Government groups is maintained in order to minimize any 
disruption to normal trade practices, channels of distribution, and production 
methods tepresentatives of the Office of Small Business attend the various 
industry advisory committee meetings and work on the order preparation and 
analysis work so that their industry ‘“‘know-how,” the advice of the committees, 
and the procedures and analysis work involved in order preparation may be 
coordinated to best advantage 

The outstanding feature of remedial actions to date is the predominance of 
informal assistance and individual adjustments and exceptions. In a few lines, 
notably steel, machine tools and equipment, and farm equipment, formal action 
has been taken to supplement these courses by directives, priority ratings, and 
pool orders. It appears that under the existing conditions, these procedures have 
generally provided effective relief methods without unnecessary elaboration of 
formal actions. 

At the present time there are over 1,200 small-business representatives on 
approximately 400 active industry advisory committees from almost every State 
in the United States participating in the NPA materials control program. 

Not only is the advice of these men helpful in the order preparation work, but 
also in the determination and shaping of policies and operating procedures as they 
relate to both the Office of Small Business and NPA in general. They also serve 
as a sounding board, as to what difficulties, if any, may be anticipated from the 
issuance of a particular control order. 

The order svstem is fast establishing complete control over all materials needed 
in the defense program and in inadequate supply. In doing this there have been 


if Sse 


ness 
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many cases of confusion and disruption to usual ways of doing business. But 
materials have been and will be provided for the most essential purposes. Also 
it has been possible to take affirmative action upon many of the thousands of 
individual appeals. 

The low rate of business failures, the relatively small numbers of lay-offs of 
workers due to material shortages and the high level of civilian goods production 
which has been maintained in addition to turning out the many critical defense 
products of schedule, are the best indicators of the success of our materials control 
program. It is difficult to gage the exact extent to which small business has 
participated in this activity at this time. Plans are now in process to provide for 
incorporation of provisions in reporting forms and the establishment of criteria 
of the size of business so that it will be possible to better measure the economic 
activity of small business. 

There is, of course, no doubt that practically all actions assisting small business 
serve as an impetus to stimulate small business and prevent the undue concen- 
tration of economic power so as to stifle competition. The existence of a large 
number of firms of small and moderate size promotes competition, a freer and a 
stronger economy. It achieves dispersal of productive facilities and, in many 
respects, gains in flexibility of operation. 

\ more exact measure of benefit derived by small business is evident in the 
specific cases where assistance has been rendered to firms in obtaining materials 
to maintain reasonable production. 

During the period of November 1, 1950—June 15, 1951, over 48,000 small con- 
cerns with under 500 employees requested assistance of NPA. Approximately 
19,000 of these requests for assistance were received from April 1-June 15, 1951. 
Review of about’ half the requests of the latter period indicates that favorable 
action or a measure of assistance was provided in something more than 70 percent 
of the cases 

Following is a breakdown of specific actions in behalf of small business, as 
reported by various Industry Divisions of NPA for the period April 1—June 15, 
L951: 

Steel: 600 cases of which 425 received assistance (70 percent). 

Aluminum: 769 cases of which 670 received assistance (87 percent 

Copper: Over 1,000 cases of which assistance given to approximately 65 percent. 

Rubber: 360 cases of which 255 received assistance (70 percent). 

Tin, lead, zine: 445 cases of which 353 received assistance (80 percent). 

Textiles and leather: 918 cases of which 730 received assistance (80 percent). 

Machine tools and equipment: 2,202 cases of which 2,168 received assistance 
(9S percent). 

Building materials and construction: 2,000 cases of which 60 percent received 
assistance in securing materials; 8,540 requests for permits of which 6,752 or 66 
percent were granted. 

Electronics: 490 cases. Assistance given in majority of cases. 

The Office of Smail Business, NPA, is currently reviewing and evaluating all 
segments of the Controlled Materials Plan to assure that the interest of the small 
business community is given proper consideration. The Office of Small Business 
is responsible for a program whereby a minimum of working amount of steel, 
copper and aluminum will be made available on a “‘direeted and programed’’basis 
for small business establishments upon which they can plan their operations. 
Small business establishments will then have the opportunity to obtain a greater 
amount of these materials by assuming active and aggressive purchasing policies 
in the open market. 

\s the transition from a high level civilian economy is completed, materials 
problems can be expected to stabilize. Business firms will effect adjustments in 
terms of products, amounts and kinds of materials used, and compliance with 
the regulations. Barring a larger scale war, materials problems will ease as 
supplies become more plentiful. As supplies increase, anticipatory buying will 
stop and surpluses will appear. Depending on developments and the material in 
question, controls will become progressively less necessary and relaxation can 
begin—perhaps in the comparatively near future. 

It. is in the fields of distribution and services that small business plays its major 
role in our national economy. Numerically, the small manufacturer represents 
less than 3,000 of the more than 3% million small businesses in this country 
While assistance to small business is directed primarily at the maintenance and 
utilization of the productive capacities of the small manufacturers within the 
defense program, the importance of the part small business plays in distribution 
and service cannot be ignored in maintaining the healthy civilian economy 
necessary for supporting the defense program, 
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Continuing studies are being made of current conditions and problems in the 
distributive and service fields so that this office can extend its assistance to this 
greater segment of the Nation’s small business enterprises. 

Beginning in July 1950, and lasting into the first quarter of 1951, wholesalers 
and retailers enjoyed unprecedented sales and profits—particularly in the durable 
and semidurable goods markets. Trying to outguess the effect of controls in 
terms of their World War II experience, they bought to the limits of their capacity. 
Inventories, both whelesale and retail, reached an all-time high in the hard goods 
fields. 

With the sharp decline in buying, small business in this area of distribution cur- 
rently finds itself generally overextended financially because of large inventories. 
Banks and finance companies have large investments in floor plan accounts which 
are in arrears at the dealer level and, in the event they are called upon, whole- 
salers are in the critical position of being unable to fill their commitments for re- 
purchase of the goods. 

Aggressive selling, reductions in price, and the increasing effect of materials 
controls may quickly relieve this situation with little mortality resulting in small 
business firms, if banks and finance companies continue their present policy in 
dealing with the situation. 

A period of scarcity of finished goods will increase the problems of small business 
in the distributive fields. However, if manufacturers and wholesalers follow their 
historic distribution practices and allocate goods on a basis of past purchase pat- 
terns established by their customers, there will be a sufficient supply of goods to 
keep small business in business. In the event small business is discriminated 
against by its traditional suppliers, steps should be taken in its behalf by this 
office, 

In the large area of service concerns, which is principally small business, the 
greatest current dislocation is occurring in the construction field. This is the 
direct result of controls placed on types of construction, terms, and materials. A 
study of special assistance given to firms under the administration of the controls 
shows that small business is receiving fair and equitable treatment. 

Prior to World War II, construetion firms were able to maintain profitable oper- 
ations without the need of the relaxed credit terms which followed the war. The 
market area for construction, even within the limitations of the controls, will 
support the well-organized, aggressive and imaginative contractors. 


SecTION V 
FEDERAL PROCUREMENT 


Partial mobilization has compelled a complete overhauling of the procurement 
policy of the Government. This has become necessary in order that procure- 
ment might be spread over as wide an area as possible in the interests of national 
security and to prevent an undue concentration of industry and employment. 

Developed by the Defense Production Administration and adopted by all 
defense procurement and production agencies, the new policy enables the smaller 
firms to receive their fair share of Government business: 

(1) To bring into the defense effort every qualified producer who can be 
used as a contractor, subcontractor, or just a supplier, so that orders can be 
spread across as wide a base as possible. 

(2) To find and put to use the productive facilities of small firms. 

(3) To give small manufacturers all necessary information concerning 
Government needs and the steps they should follow in obtaining subcontracts 
as well as prime contracts; and 

(4) To develop and install procurement procedures which will encourage 
prime contractors to subcontract to small firms the maximum amount of 
business possible. 

During total mobilization the task of selling to the Government becomes less 
difficult because virtually every area of production is needed, directly or indirectly. 
In the present period of a mixed economy, a concentration of effort by small 
business firms to share in prime defense contracts, as a main source of income—a 
substitute for their normal market—can undermine the stability of this segment 
of the economy. Any unwise increase in this trend may, more than any other 
single factor, bring disastrous consequences to the entire economy. 

On its face, Federal procurement appears to be a logical substitute to the small 
business firm whose nondefense market has been reduced by shortages of ma- 
terials. But from the standpoint of volume of orders, profits, and the severe com- 
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petition, Federal procurement becomes a very much overrated panacea. Actually, 
it is a mirage, rather than a panacea. 

By the end of 1951, little more than 15 percent of the gross national product 
will be going into national defense. This is in contrast to World War II when, at 
its peak, 45 percent of the gross national product went for defense. There is no 
method yet known which can be used to give enough business to satisfy every- 
body by a division of only 15 percent of the gross national product. 

Therefore, it is obvious that the greatest proportion of activity has been and is 
in the civilian economy. 

Unfortunately, there is widespread belief that Government business is a source 
of enormous profits. In some cases, this has been true. but in wartime, or even 
during a period such as the present, excess profits are eradicated through renego- 
tiations. In many instances, the reverse of high profits is true. 


Advertised bids 


With respect to the benefits to small manufacturers, the value of advertised as 
against the negotiated bid generally is minunderstood. Before Korea, and during 
peacetime, the normal method of Government procurement was through the 
advertised bid. Under the law, a contract may be awarded only to the single, 
qualified, responsible bidder who has quoted the lowest price. From the tax- 
payer’s as well as the Government’s viewpoint, this method, pricewise, is the most 
economical because of competition from a wide area of sources of supply. 

In a great number of instances, Federal sales normally are looked upon as a 
means of reducing the ups and downs in the business cycle or for dumping excess 
production. In either case, the contract price may even be below the point of 
profitable operation. To some producers the lack of profit in itself is not a deter- 
rent because the Government business has enabled them to maintain steady 
employment rates or high production capacities. Thus a small company planning 
to put its entire production capacity into defense work is hard put to obtain 
contracts at a profitable figure. Today defense contracts rarely offer hopes of a 
continuing market. More frequently such contracts are one-time purchases only. 

While the Government insists that small manufacturers must be given equitable 
opportunity to participate in Federal sales, it is not always possible to attain this 
Utopia and function in the best interest of the entire Nation. For example, an 
invitation was issued for stampings for 20-mm. guns, M3 and M24. The invita- 
tion included 4 drawings and 17 other pieces of informational material, valued at 
approximately $2 per set. Bid invitations were sent to 245 out of 3,200 on the 
bidders list at a cost of $490 for what turned out to be a $2,358 purchase. Of 
these, 104 bids were returned. 

Only one company received the contract. On that basis, if the entire list had 
been canvassed and the same percentage of bids returned it would have cost the 
Government approximately $2,800 for a $2,358 purchase. 

The bidders’ list for ordnance items usually contains 300 to 4,000 names, and 
the cost of maintaining the list averages approximately $1.25 a name each year. 
Negotiated bids 

With Korea, the major defense procurement agencies were compelled to make 
full use of negotiated purchases in the interest of speed. The much greater 
flexibility arising out of negotiation permitting recognition of economic factors 
not solely confined to price, provides far greater possibilities for broadening the 
base and bringing small business into the Government procurement victure. 
The Comptroller General of the United States has recently issued a decision per- 
mitting award in negotiated cases to other than low bidder where the purpose is 
to broaden and maintain the industrial base suppliers. Under these circum- 
stances, there are far greater possibilities of small business participation through 
the medium of negotiation than is possible under the advertised bid procedure. 

It must be remembered there are some 2,400 principal Federal contracting 
officers scattered in 13 regions throughout the Nation. These contracting officers, 
together with their purchasing staffs, operate under basic procurement laws, 
Comptroller General decisions, and policies which are derived from legislation. 

Purchasing officers have been directed to break their requirements down into 
small quantities and to let several contracts in lieu of one to broaden the base. 


Prime and subcontracts 


The procurement policy of the Defense Production Administration has proved 
to be a stimulus to the greater participation of small manufacturing firms in de- 
fense prime contracts. The Department of Defense alined its policies to those 
of DPA on April 5, 1951, giving the necessary impetus to the policy. 
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A daily procurement snyopsis, available in most communities, contains informa- 
tion of value to small business firms interested in prime contracts. But it was 
recognized that the major items purchased by the military agencies were not 
susceptible of manufacture by small producers. Therefore, the Defense Depart- 
ment issued a regulation which provides that military contracts exceeding $5,000 
would carry the following subcontractor clause 

It is the policy of the Government as declared by the Congress to bring 
about the greatest utilization of small business concerns which is consistent 
with efficient production. 

The contractor agrees to accomplish the maximum amount of subcontract- 
ing to small business concerns that the contractor finds to be consistent with 
the efficient performance of this contract. 

The volume of prime defense contracts awarded to small business is a matter of 
record, It is a substantial part of the defense dollar. Small manufacturers are 
faring even better in defense subcontracts. One good barometer is employment 
figures in the metalworking industry, 90 percent of which are composed of small 
firms. Employment in this industry in which are approximately 4 million pro- 
duction workers, was on the upsurge from June 1950 through March 1951, indi- 
cating an increase in production largely due to subeontract work. Subcontracting 
offers the best possibilities to small business and should be thoroughly exploited. 
The subcontractor is relieved of the financing and other problems faced by the 
prime contractor and generally is assured of a more continuous market in the 
manufacture of component, rather than end, products. Nevertheless, to permit 
the manufacture of end products, arrangements have been made whereby groups 
of small plants may pool together for the purpose of seeking prime contracts. 


Section VI 
EXPANSION AND CONTROL OF PRODUCTION 


Indiscriminate expansion of the national plant capacity can be one of the 
greatest potential threats to the economy. It would bring a production capacity 
far beyond present consumptive needs and the devastating effects economicwise 
would provide fertile compost for the rapid development here of a foreign ideology. 

Since the end of World War II there has been and will continue to be—at 
least until sometime in 1953—a shortage of basic materials. It is necessary 
therefore that there be expansion of basic raw materials for the defense pro- 
gram and for civilian requirements. ‘This will be healthful to the economy as 
a whole and particularly to the community of smali manufacturers who have 
had difficulty in obtaining sufficient materials to satisfy the requirements of 
their civilian markets. 

Expansion of basic raw materials has been proceeding according to production 
goals. 

On the other hand, with many firms having idle machine time, the expansion 
of processing and fabrication equipment generally would result in overproduction 
with the increased supplies of basic materials and therefore should be discouraged. 
There is need, however, in specific areas for expansion of individual plants of 
particular industries to provide for product mix. 

As a result of the accelerated amortization program, a great deal of expansion, 
for which certificates of necessity have been approved, has taken place in the 
areas of large scale industrial concentration. 


Dispersal 


In the development of new defense plants, the small manufacturer should seek 
out underdeveloped or economically depressed areas which offer him decided 
advantages in manpower availability, housing, transportation, water and other 
facilities for production. 

However, the small-business man should first consider whether the proposed 
location for his new plant offers a possible future market for the goods he intends 
to manufacture when the emergency is over. 

Distribution of industry into such areas is important for the national economy 
as a whole. Not only will it serve to improve the economic state of the com- 
munity in which the new factory locates, but the military strongly recommends 
the dispersal of small war plants away from heavily industrialized centers for 
reasons of security against possible atom bomb attacks. 

To a large degree, the health of small business depends upon the economic 
health of the community. This is particularly true of the retail and service 
trades. Generally speaking, a merchant will prosper in a town that is prosperous. 
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But in a town that is in economic difficulties, one which has an “E”’ rating in the 
Bureau of Labor Statistics, the chances of success for the tradesmen are small. 

Perhaps one of the most important single tasks of business itself to assure 
continued health and prosperity in a community is to strive for the balanced 
economic growth of that community. The establishment of basic industries to 
economically depressed communities can be of inestimable help to the retail and 
service trades of such communities. 

Therefore, in permitting expansion of defense manufacturing facilities far re- 
moved from heavy industrial areas, a definite effort should be made, wherever 
possible or practical, to see that plants, small or large, are located with an eye 
on the economic health of the communities that need such development. 

To encourage small concerns contemplating plant expansion, some incentive 
should be offered. For instance, more favorable amortization terms could be 
allowed. 

Section VII 


CONVERSION OF PLANT PRODUCT OR MARKET 


With the production for defense being stepped up, the eyes of many small 
manufacturers are on conversion. It must be recognized that, because of short- 
ages of materials, some firms must convert or go out of business. 

Conversion to’a new product means an expansion in another industry. As an 
example, if a small manufacturer changes over his plant from woodworking to 
metals, he automatically expands the metalworking industry. 

If a small manufacturer plans to change his products, he will have to make 
numerous changes in his plant machinery. 

However, the most important thing for him to do is to be sure that there is a 
local market for his proposed new products, as a safeguard against the time when 
the emergency is over. One of the pitfalls he must guard against is that of enter- 
ing a new market that is already overcrowded. 

Small manufacturers would be wise to continue to produce their present lines 
until a searcity of materials should make it impossible to operate profitably, 
unless their plant is needed for defense production. 

They should seek substitute materials, if possible, and turn out the same 
products as before, or manufacture new products from such materials as are 
available 

Since Korea, many industries have successfully converted to defense production, 
However, it is not necessary to halt peacetime operations to try to secure defense 
work. Many firms today are tarrying on both civilian and defense business. 

Another pointer, if conversion is being planned, would be to select an item that 
requires the least change-over in plant. 

\ firm entering a new market needs statistical data and guidance, especially 
management assistance. Many owners of small firms are skilled only in a specific 
trade. Few of them have had over-all management experience, and unlike 
their larger competitors, they cannot afford engineering, management, accounting, 
and legal staffs 

Capable guidance is available to the small businessman in his own community 
through the field offices of the United States Department of Commerce and the 
Governor’s Commissions on Small Business Problems, both of which offer infor- 
mation gathered from private and public sources, including studies of local markets. 

Modest management assistance has been furnished by the Office of Smali 
Business, National Production Authority, to thousands of small firms, directly 
from Washington and through the field offices of the Department of Commerce 

\ Technical Advisory Service is maintained by the United States Department 
of Commerce, prepared to answer most technical problems of small manufacturing 
plans which plan: Conversion to defense; the addition of new lines of manufacture; 
or, require technical assistance to attain maximum production with present 
equipment 

The information has been collected from Government laboratories, large busi- 
ness corporations and other research groups. For instance, they explain the 
proper abrasive wheel to use for a new alloy, the welding of coil chains, the use 
of nondestructive chemical tests for stainless steels, brazing and soldering by 
induction heating, and metalizing and joining ceramics to metals. 

\ list of 2,360 Government-owned patents available without charge to any 
manufacturer under a nonexclusive royalty-free license will be published soon by 
the Government Patents Board. The inventions covered by these patents em- 
brace a wide variety of new practices and processes, raw material used, additional 
ways of producing already known results, and advances in methods and processes. 
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Many of the patents require a minimum of technical development and apply to 
defense production. 

The United States Department of Commerce has issued Small Business Aids 
covering a wide range of administrative problems for different kinds of business. 
During the last year, 11 additional aids, each covering a single specific subject in 
the field of management were published and found very wide use. Subjects 
include: How Small Businesses Can Profit by Using State Employment Services; 
Regulations and Trade Practices; How Field Warehousing Helps Solve Manu- 
facturers’ and Distributors’ Credit Problems; Building Effective Store Displays 

By the close of the fiscal year 1950, the Government Printing Office reported 
total sales of over 1,200,000 copies of 44 titles of Establishing and Operating, a 
series of booklets on as many different types of business. 

Shortly after the Korean incident, the first Defense Production Aid was pub- 
lished. ‘To date, 10 such pamphlets have been printed. Prepared exclusively 
for small manufacturers and primarily for those in the metal industries, the titles 
indicate their values: How To Sell to the Government; Subcontracting “Pointers” 
for Small Plants; Better Plant Maintenance Increases Production and Profits; 
Selection, Care and Maintenance of Abrasive Wheels; Defense Loans for Small 
Business. These booklets furnish small manufacturers with information they 
require currently on subjects often entirely new to them. 

In addition to the distribution by the Department of Commerce, 645,000 of 
these aids were reprinted at no expense to the Government, and were distributed 
widely during the first 6 months of 1951 by trade associations, business editors, 
large manufacturers and distributors. 


Section VIII 
FINANCE 


Characteristically, smaller firms tend to be not only limited in equity capital 
funds, but also handicapped in their lack of experience in the preparation of the 
best possible showing of their financial strength. 

Traditionally, smaller units have depended upon credit extended from their 
suppliers and from local banks during periods of peak demand for capital funds. 
Small firms tend to be good collectors and must necessarily limit their own exten- 
sion of credit to those customers who can and do make prompt payment against 
invoices. A lack of familiarity with lender’s terms and conditions usually operates 
to prevent the smaller firm from having the advantage of the financial advice and 
counsel of local lending institutions. 

Traditionally also, limited operations and high rates of taxation operate to 
prevent the accumulation and retention of surplus earnings in reserve accounts. 
The smaller concern is, therefore, placed in a position of extreme distress during 
those periods when he is required to change his material supply, his equipment, or 
his product. That distress is often accentuated when he is successful in obtaining 
orders whose volume necessitates the expansion in capital fund investment. 

Two separate and distinct avenues of relief to small business are clearly indi- 
cated. The first avenue leads to.the expansion of financial assistance available 
from local lenders, from material suppliers, and, more particularly, from buyers 
who will either make advance payments or partial payment contracts to the 
smaller unit. The second leads to those financial aids offered by the Government. 

Specialized assistance is provided by both the field small business specialists 
of the Department of Commerce and the respective governor’s commissions in 
the matter of not only locating sources of private capital supply but also in the 
matter of improvement in the borrower’s presentation and application. 

Specific contributions to local efforts are often made by Federal agencies. A 
typical instance recently has been the support by many Federal agencies, of an 
amendment to the Assignment of Claims Act. Corrective legislation now permits 
local banks to safely extend large sums of working capital to contractors operating 
in the defense effort. 

Federal aids are based on the premise that Government financial aid must be 
available to give assurance that there will be no loss or delay in production for 
defense and that encouragement should be given to private investment in addi- 
tional facilities for defense effort. 

In developing the Federal aid program, it has been the accepted policy to make 
the maximum use of private institutions not only for the purpose of supplying 
the funds themselves, but for management advice and counsel. It is to be 
especially noted that the effort to avoid Government competition with private 
enterprise and to discourage excessive expansion of facilities is to be made avail- 
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able only when it can be clearly demonstrated that existing facilities are inade- 
quate for defense purposes. 

Section 301 of the Defense Production Act of 1950—the so-called V-loan 
program—is operated by Federal Reserve banks. Under that program, the 
procurement agency is required to set aside from appropriated balances sufficient 
funds to guarantee the loans which it requires for the purpose of its own supply. 
In practice, guaranties are available only when the guaranteeing agency is able 
to certify that— 

(a) The product or service is essential to the national defense; 

b) The material or services cannot be obtained from alternative sources; 

(c) The contractor is otherwise competent to perform the agreement in 
question. 

Under section 302 of the Defense Production Act of 1950, various Federal 
agencies are authorized to recommend loans for the expansion of productive 
capacity. As a matter of practice, financial assistance under this section is 
extended only to the extent that funds cannot be otherwise obtained on reason- 
able terms or that other suppliers, privately financed, cannot be located. The 
provisions of this program require a careful examination into the availability of 
other potential sources for supply. 

Financial assistance in the provision for the supply of equipment and certain 
raw materials are provided in section 303 of the Defense Act. 

In order to entice the supply of additional private funds, and only when the 
facility expansion is warranted by the absence of open plant facilities, provision 
is made for an accelerated program of depreciation and a consequent reduction 
in income tax costs to the borrower. 

Field reports indicate that working capital requirements of the smaller units 
are now being reasonably well supplied by local lending institutions. Adminis- 
tration policies to expand the production of raw material (in which production 
small business does not usually find itself) while restricting and limiting the 
expansion of other manufacturing activities, tend to promote the best interests 
of small business. 

However, it must be reported that the severe and perhaps undue delay in the 
processing for either approval or disapproval of loan and tax certificate applica- 
tions received from smaller business enterprises has created a real resentment 
among the applicants. A reconsideration of the policy under which expansion 
is not encouraged by permissive Federal loans, if that expansion can be effected 
by the use of private funds, is clearly indicated. That policy tends to bar smaller 
firms from the field of expansion. 


Secrion IX 
EMPLOYMENT, WAGES, AND PRICES 


Specific problems in the area of employment developed in two general fields 
with the rapid acceleration of the Defense Procurement Program in 1950: 

1. The early concentration of defense spending with a relatively few large 
companies in highly industrialized sections of the country resulted in an early 
migration of labor to the higher wages available at those points. In this same 
period, civilian production was being inereased to meet the demands of “scare”’ 
buying, so that the early defense production was not affected by shifting workers 
from civilian production. The net result of this was a build-up of labor forces 
in the industrial areas. With the current decline in civilian production and the 
resulting unemployment, there must be a continuing concentration of defense 
spending in these same areas in carrying out the basic policy of taking the work 
to the worker. This may lead to a breakdown of the early intent to disperse 
defense production geographically in the interest of national security. 

2. Studies of employment during the period, June-December 1950, show that 
the small manufacturer in the durable goods field had relatively greater increases 
in employment than occurred in the larger plants. This was the direct result 
of the exceptional demand for goods in this field during this period, and the full 
productive capacities of small as well as large plants were utilized to supply the 
demand. Beginning early in the year, the high level of production and employ- 
ment dropped sharply in many plants because of a drop in the civilian market. 

Wages and employment are parts of the same problem. Where there is com- 
petition for the services of the worker, he goes to the best market. Small business 
generally pays as high a wage as the large plant within the same area. In the 
controls on wages, special consideration must be given small businesses to permit 
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them to make such adjustments as may be necessary to maintain their labor 
force. 

In the handling of price controls there seems to have been sufficient flexibility 
to prevent the working of any undue hardsbips on small business. The freezing 
of prices has also tended to freeze profit margins, and if small business has tradi- 
tionally higher prices than its larger competition, this pricing practice has not been 
disturbed. One serious dislocation in the area of price has occurred in the prime 
materials market in cases where the small manufacturer has had to buy from 
sources Other than his regular supplier at higher prices. This higher materials 
cost is working undue hardship on the small manufacturer, because he traditionally 
deals with fewer suppliers than does big business. Fair consideration will permit 
him to adjust prices to maintain necessary margins of profit. 

A basic policy relating to the special consideration of small business in the 
activities of the Office of Price Stabilization has been written but not approved 
as yet. 

In employment problems, small business is being given special assistance 
through the activities of the Defense Manpower Administration, whose operating 
arm is the United States Employment Service and its affiliated State employment 
services of which there are 1,800 local offices. These offices, at the community 
level and with the community interest a prime consideration in its activity, 
develop labor market information and provide assistance in the recruitment, 
selection, and placement of workers. Since big business is generally self-sufficient 
in its handling of personnel problems, the greater portion of this assistance is in 
behalf of small business. In problems of management, assistance is given in 
the area of employment through job analysis, jeb classification, and other activi- 
ties necessary for maximum utilization of the manpower force within the plant. 
Small business is given direct assistance in the training of its workers by existing 
agencies at the State levels. 

Special consideration is given in Selective Service at the community level in 
the deferment of workers with special skills essential to defense and essential 
civilian production as determined by analysis of labor requirements at the com- 
munity level. This is especially helpful to small business. 

In the balance of work and worker, interagency regional defense mobilization 
committees have been organized to specificaily study all conditions within the 


regions as they affect the progress of the defense program. The problem of 
utilizing the full productive capacity of small businesses within the region will 
be given continuing consideration in the working of these committees. 

Since June 1950, local employment offices have made almost 6 million place- 
ments. It is estimated that at least 50 percent of this activity has been in the 
area of small business. 


Section X 
PUBLIC RELATIONS AND CONCLUSION 


A congressional report has emphasized the existence of poor public relations. 
Public opinion has been built around the theme of ‘Production for Defense.” 
Industry, particularly in its smaller units, has been encouraged to replace non- 
essential civilian production with Federal prime contracts. 
“Expansion of production” has been expounded through every media and 
without further definition or establishment of realistic boundary limits. 
Those fi.ms having difficulty with material supply have been urged to convert 
to ‘production for defense.” 
Unsatisfactory performance in our efforts to improve information must be 
reported in the following areas 
1. The coordination of interagency personnel assigned to information work. 
2. The indoctrination of intra-agency Office of Information personnel 
with small-business perspective. 
Little or no progress, then, has been made in informing the publie along such 
realistic lines as 
1. Deliveries of materials to military services have accounted for only 3 to 
8 percent of our national production of those materials during the first half 
of 1951. Since small business normally produces approximately 40 percent 
of total product, its capacity cannot be filled by current procurement volume. 
2. Time lags due to engineering and scheduling problems make vast 
differences between contract awards and actual production. 
3. Small-business interests, in general, can be no better protected than 
through the expansion of raw material supply and strict limitation of expan- 
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sion of fabrication and processing facilities. Traditionally, small business 
finds itself, not in raw material production, but in the areas of use of those 
raw materials. 

4. “Conversion’’ results in expansion of the industry to which the conver- 
sion is made. Desirable conversion, then, must be measured by the policy of 
wise plant expansion. 

5. Typical units of small business are not submarginal, malingering or 
dependent upon subsidy or dole. 

Public clamor for improved and increased frankness and honesty from Govern- 
ment must be a matter of first attention. 
Popular acceptance of realistics policies can be obtained only by 

1. Formulation of the policy on the part of those in highest levels of 
authority. 

2. Indoctrination of all personnel with policy determination. 

3. Clear and consistent public exposures, not only of policies, but of those 
implementing activities that breathe life into a working program. 

1. Full confessions, not only of ambitions, but also of mistakes and errors. 

The challenge is clearly defined. The realistic problems of small business are 
recognized and classified. In the public interest, those problems are served by all 
governmental agencies during both normal and emergency periods of commercial 
activity. Above all, emergency periods require not only emphasized treatments 
but smypathetic and thorough understanding. 





APPENDIX C 


EXECUTIVE OrpERS IMPLEMENTING THE DEFENSE PropucTiIon AcT 


SEPTEMBER 9, 1950. 
EXECUTIVE ORDER 10161 


DELEGATING CERTAIN FUNCTIONS OF THE PRESIDENT UNDER THE DEFENSE 
Propuction Act or 1950 


By virtue of the authority vested in me by the Constitution and statutes, 
including the Defense Production Act of 1950, and as President of the United 
States and Commander in Chief of the armed forces, it is hereby ordered as 
follows: 

PART I. PRIORITIES AND ALLOCATIONS 


Section 101. The functions conferred upon the President by Title I of the 
Defense Production Act of 1950 are hereby delegated as follows: 

(a) To the Secretary of the Interior with respect to petroleum, gas, solid fuels, 
and electric power. 

(b) To the Secretary of Agriculture with respect to food, and with respect to 
the domestic distribution of farm equipment and commercial fertilizer. 

(c) To that commissioner of the Interstate Commerce Commission who is 
responsible for the supervision of the Bureau of Service of the Commission, with 
respect to domestic transportation, storage, and port facilities, or the use thereof, 
but excluding air transport, coastwise, intercoastal, and overseas shipping. 

(d) To the Secretary of Commerce with respect to all materials and facilities 
except as provided in paragraphs (a), (b), and (ce) of this section 101. 

Section 102. Each delegate referred to in section 101 of this Executive order 
shall, in connection with carrying out the priorities and allocations functions 
delegated to him by such section, (a) receive from appropriate agencies of the 
Government information relating to the direct and indirect military, other gov- 
ernmental, civilian, and foreign requirements for materials and facilities, (b) 
review and evaluate such requirements in the light of available materials and 
facilities, and (c) exercise his priorities and allocations powers in such manner 
as will in his judgment promote adequate supplies and their proper distribution. 

Section 103. (a) Each delegate referred to in section 101 of this Executive 
order shall be a claimant before the other such delegates, respectively, in the case 
of materials and additional facilities deemed by the claimant delegate to be 
necessary for the provision of an adequate supply of the materials and facilities 
with respect to which delegation is made to the claimant delegate by the said 
section 101. 

(b) Each delegate under section 101 of this Executive order may, with the 
approval of the Chairman of the National Security Resources Board, designate 
agencies and officers of the Government, additional to the claimants referred to 
in section 103 (a) of this Executive order, to be claimants before such delegate 
with respect to stated materials and facilities. 


PART II, REQUISITIONING 


Section 201. (a) Except as provided in section 201 (b) of this Executive order, 
the functions conferred upon the President by Title Il of the Defense Production 
Act of 1950 are hereby delegated to the officers to whom functions are delegated 
by section 101 of this Executive order, respectively, according to the designations 
of materials and facilities set forth in paragraphs (a), (b), (¢), and (d) of the said 
seetion 101. 

(b) The functions conferred upon the President by sections 201 (b) and 201 (ce) 
of the Defense Production Act of 1950, exclusive of determinations with respect 
to the termination of the need for the national defense of any property requisi- 
tioned under Title II of the said Act, are hereby delegated to the Administrator 
of General Services. 


343 
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PART III. EXPANSION OF PRODUCTIVE CAPACITY AND SUPPLY 


Section 301. The Department of the Army, the Department of the Navy, the 
Department of the Air Force, the Department of Commerce, the Department of 
the Interior, the Department of Agriculture, and the General Services Adminis- 
tration, in this Part referred to as guaranteeing agencies, and each delegate under 
section 101 of this fxecutive order shall develop and promote measures for the 
expansion of productive capacity and of production and supply of materials and 
facilities necessary for the national defense. 

SecTion 302. (a) Each guaranteeing agency is hereby authorized, in accord- 
ance with section 301 of the Defense Production Act of 1950, subject to the pro- 
visions of this section, in order to expedite production and deliveries or services 
under Government contracts, and without regard to provisions of law relating to 
the making, performance, amendment, or modification of contracts, to guarantec 
in whole or in part any public or private financing institution (including any 
Federal Reserve Bank), by commitment to purchase, agreement to share losses, 
or otherwise, against loss of principal or interest on any loan, discount, or advance, 
or on any commitment in connection therewith, which may be made by such 
financing institution for the purpose of financing any contractor, subcontractor, 
or other person in connection with the performance, or in connection with or in 
contemplation of the termination, of any contract or other operation deemed by 
the guaranteeing agency to be necessary to expedite production and deliveries or 
services under Government contracts for the procurement of materials or the 
performance of services for the national defense 

b) Each Federal Reserve Bank is hereby designated and authorized to act, on 
behalf of any guaranteeing agency, as fiscal agent of the United States in the mak- 
ing of such contracts of guarantee and in otherwise carrying out the purposes of 
the said section 801, in respect of private financing institutions. 

ce) All actions and operations of Federal Reserve Banks, under authority of 
or pursuant to the said section 301 of the Defense Production Act of 1950, shall 
be subject to the supervision of the Board of Governors of the Federal Reserve 
Svstem. Said Board is hereby authorized, after consultation with the heads of 
the guaranteeing agencies, (1) to prescribe such regulations governing the actions 
and operations of fiseal agents hereunder as it may deem necessary, (2) to prescribe, 
either specifically or by maximum limits or otherwise, rates of interest, guarantee 
and commitment fees, and other charges which may be made in connection with 
loans, discounts, advances, or commitments guaranteed by the guaranteeing 
agencies through such fiscal agents, and (3) to prescribe regulations governing 
the forms and procedures (which shall be uniform to the extent practicable) to 
be utilized in connection with such guarantees. 

Section 303. Within such amounts of funds as the President shall have made 
available, and upon the certificate by the Secretary of the Interior in respect of 
metals and minerals (except as to paragraph (c) of this section), or by the Secre- 
tary of Agriculture in respect of lumber, or by the appropriate delegate referred 
to in section 101 of this Executive order in respect of other materials and facilities, 
or by such other officer or officers of the Government as the President may desig- 
nate, as to the necessity for loans, purchases, or commitments, as the case may be 

a) The Reconstruction Finance Corporation is hereby authorized and directed 
to make loans (including participations in, or guarantees of, loans) to private 
business enterprises (including research corporations not organized for profit) for 
the expansion of eapacity, the development of technological processes, and the 
production of essential materials, including the exploration, development, and 
mining of strategic and critical metals and minerals, as authorized by and subject 
to section 302 of the Defense Production Act of 1950. 

Che Administrator of General Services is hereby authorized and directed 
to purchase and make commitments to purchase metals, minerals, and other raw 
materials, including liquid fuels, for Government use or resale, as authorized by 
and ¢s ect to section 303 of the said Act: Provided, That the Secretary of Agri- 
culture is also authorized to exercise the functions under section 303 with respect 
to agricultural commodities. 

c) The Secretary of the Interior is hereby authorized and directed to encourage 
the exploration, development, and mining of critical and strategic minerals and 
metals, as authorized by and subject to the provisions of the said section 303. 

Section 304. The functions conferred upon the President by section 303 (d) 
of the Defense Production Act of 1950 with respect to the installation of additional 
equipment, facilities, processes, or improvements to plants, factories, and other 
industrial facilities owned by the United States Government, and with respect to 
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the installation of Government-owned equipment in plants, factories, and other 
industrial facilities owned by private persons, are hereby delegated to the Adminis- 
trator of General Services. 


PART IV. ECONOMIC STABILIZATION 


Section 401. (a) There is hereby created a new and independent 
be known as the hconomiec Stabilization Agency, hereafter in this Part 
as the Agency There shall be at the head of the 
tion Administrator, hereafter in this Part referred to as the 
shall be appointed by the President by and with the advice 
Senate. 

(b) The Administrator shall seek to preserve and maint 
the economy lo this end he shall: 

(1) Plan and develop both short- and lonz-ran ze price : 
policies and measures and create the necessary organization for their s 
tion. 

(2) Inform the public, agriculture, industry and labor concerning 
stabilization and encourage and promote voluntary action to this end 

(3) Consult and advise with the Government officials responsible for procure- 
ment, production, manpower, and rent control, and for fiscal, credit and monetary 
policies, concerning measures within their jurisdiction which will 
tion. 

(4) Establish price ceilings and stabilize wages and salaries where necessary 

¢c) The functions conferred upon the President by Title IV of the Defense 
Production Act of 1950 are hereby delegated to the Administrator. 

Section 402. There shall be in the Agency a Director of Price Stabilization, 
who shall be appointed by the President by and with the advice and consent of 
the Senate, and who shall perform such functions with respect to price stabilization 
as may be determimed by the Administrator. 

Section 403. (a) There shall be in the Ageney a Wage Stabilization Board 
composed of nine members who shall be appointed by the President. Three of 
the members so appointed shall be representative of the public, three shali be 
representative of labor, and three shall be representative of business and industry 
One of the members representing the public, to be designated by the President 
shall be chairman of the Board. 

(b) The Wage Stabilization Board shall make recommendations to the Admin- 
istrator regarding the planning and development of wage stabilization policies 
and shall perform such further funetions with respect to wage stabilization as may 
be determined by the Administrator after consultation with the Board 

Section 404. The Administrator is hereby designated to initiate such e 
sultations and conferences with management, labor tati 
Government and pu ec as he deems appr priate 
as may be called for in carrying out 
luction Act of 1950. : 


J representative f 
such action 
Defense Pro 


REAL-ESTATE 


Section 501. (a) Subject to the provisions of section 501 (b) of this Executiy 
order, the functions conferred upon the Preside bv seetion 602 of the 
Production Act of 1950 are hereby delegated to the Board of Governors 
Federal Reserve System. 

b) The said Board shall obtain the concurrence of the Housing and 
Finance Administrator with respect to provisions relating to real estate cor 
tion credit involving residential property before prescribing, changing, or sus- 
pending any real estate construction credit reguiation pursuant to the authority 
of section 602 of the Defense Production Act of 1950. 

Section 502. (a) The functions conferred upon the President by section 605 
of the Defense Production Act of 1950, to the extent that such functions relate 
to loans on real estate involving residential property, are hereby delegated to the 
Housing and Home Finance Administrator. 

(b) In carrying out the functions delegated by section 502 (a) of this Execu- 
tive order, and under the authority so delegated or under authority vested in 
him by any applicable law, the Administrator shall from time to time issue such 
regulations and take such other action as may be necessary to insure (1) that the 
restrictions imposed on real estate construction credit by the provisions of the 
regulations issued from time to time by the Board of Governors of the Federal 
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Reserve System (with the concurrence of the Housing and Home Finance Ad- 
ministrator in the provisions of such regulations relating to credit involving 
residential property) under the authority delegated by section 501 of this Execu- 
tive order shall be applicable to the fullest extent practicable with respect to 
loans on real estate (of the types referred to in section 605 of the Defense Pro- 
duction Act of 1950) involving residential property, and (2) that the relative 
credit preferences accorded to veterans under existing law are preserved in 
accordance with the provisions of section 605 of the Defense Production Act of 
1950. 
PART VI. LABOR SUPPLY 


Section 601. The Secretary of Labor shall utilize the functions vested in him 
so as to meet most effectively the labor needs of defense industry and essential 
civilian employment, and to this end he shall: 

(a) Assemble and analyze information on labor requirements for defense and 
other activities and on the supply of workers. 

(b) Consult with and advise each delegate referred to in section 101 of this 
Executive order and each official exercising guarantee or loan functions under 
Part III of this Executive order concerning (1) the effect of contemplated actions 
on labor supply and utilization, (2) the relation of labor supply to materials and 
facilities requirements, (3) such other matters as will assist in making the exercise 
of priority and allocations functions consistent with effective utilization and 
distribution of labor. 

c) Formulate plans, programs, and policies for meeting defense and essential 
civilian labor requirements. 

d) Utilize the public employment service system, and enlist the cooperation 
and assistance of management and labor to carry out these plans and programs 
and accomplish their objectives. 

e) Determine the occupations critical to meeting the labor requirements 
of Defense and essential civilian activities and with the Secretary of Defense, the 
Director of Selective Service, and such other persons as the President may desig- 
nate develop policies applicable to the induction and deferment of personnel for 
the armed services, except for civilian personnel in the reserves. 


PART VII. VOLUNTARY AGREEMENTS 


Section 701. (a) The functions conferred upon the President by section 708 (a) 
of the Defense Production Act of 1950 are hereby delegated as follows: 

1) To the Secretaries of the Interior, Agriculture, and Commerce, and to the 
commissioner of the Interstate Commerce Commission referred to in section 101 
of this Executive order, respectively, according to the designations of materials 
and facilities set forth in paragraphs (a), (b), (c), and (d) of such section 101. 

(2) To the Board of Governors of the Federal Reserve System with respect to 
financing. 
3) To the Economie Stabilization Administrator with respect to stabilization. 
(b) The functions conferred upon the President by section 708 (b) of the 
Defense Production Act of 1950 are hereby delegated as follows: 

1) To the Secretary of Commerce in respect of Title I of the Defense Produc- 
tion Act of 1950. 

2) In other respects to the delegates referred to in section 701 (a) of this 
Executive order, respectively, according to the provisions of paragraphs (1), (2), 

3) thereof. 

The delegation of authority made by section 701 (b) of this Executive 
order is subject to the conditions (1) that each delegate concerned shall consult 
with the Attorney General and the Chairman of the Federal Trade Commission 
not less than ten davs before making any request or finding under section 708 (b) 
of the Defense Production Act of 1950, (2) that each delegate concerned shall 
obtain the approval of the Attorney General to any request under said section 
708 (b) before making the request, and (3) that the authority delegated may not 
be redelegated. 

PART VIII, COORDINATION 


Section 801. In the interest of consistent and coordinated administration of 
functions delegated by this Executive order, each officer to whom functions are 
delegated shall be guided by such policies and program directives as the President 
may from time to time prescribe. 
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Secrion 802. The Chairman of the National Security Resources Board shall, 
in the interest of assisting the President to coordinate the funetions delegated by 
this Executive order, and on behalf of the President: 

(a) Resolve interagency issues which otherwise would require the attention of 
the President. 

b) Preseribe policy and program directives having the approval of the 
President 

(e) Obtain reports and infermation on the status of work in the various agencies 
designated in this Exeet 


d) Take such measures to obtain coordination of related policies and activities 





Live order 





among the various agencies as he mav determine 
e) Advise the President on the progress of the defense production program 
and make such recommendations as he may d 
Section 803. The Council of Economie Advisers shall adapt its continuing 


studies of employment, production and purchasing power needs and objectives so 


eem proper 





as to furnis guides to the agencies under this Executive order promoting 
balance between defense and civilian needs and in avoiding inflation in a stable 
and growing economy In the performance of this function, the Council shall 
obtain necessary information from the agencies concerned and engage in regular 


consultation with them. 


PART IX. GENERAL PROVISIONS 


SeEcTION 901. As used in this Executive order: 

(a) The term “functions” includes powers, duties, authority, responsibilities, 
and discretion. 

(b) The term ‘materials’? includes raw materials, articles, commodities, 
products, supplies, components, technical information, and processes, but ex- 
cludes fissionable materials as defined in the Atomic Energy Act of 1946. 

(c) The term ‘‘petroleum” shall mean crude oil and synthetic liquid fuel, their 
products, and associated hydrocarbons, including pipelines for the movement 
thereof 

(d) The term “gas” shall mean natural gas and manufactured gas, including 
pipelines for the movement thereof. 

(e) The term “‘solid fuels’? shall mean all forms of anthracite, bituminous, 
subbituminuous, and lignitic coals, and coke and its byproducts. 

(f) The term “electric power” shall mean all forms of electric power and energy, 
including the generation, transmission, distribution, and utilization thereof. 

(g) The term “metals and minerals” shall mean all raw materials of mineral 
origin, including their refining and processing but excluding their fabrication. 

(h) The term “food” shall mean all commodities and products, simple, mixed, 
or compound, or complements to such commodities or products, that are capable 
of being eaten or drunk by either human beings or animals, irrespective of other 
uses to which such commodities or products may be put, at all stages of processing 
from the raw commodity to the products thereof in vendible form for immediate 
human or animal consumption. For the purposes of this Executive order the 
term ‘‘food”’ shall also include all starches, sugars, vegetable and animal fats and 
oils, cotton, tobacco, wool, mohair, hemp, flax fiber, and naval stores, but shall not 
include any such material after it loses its identity as an agricult 
or agricultural product. 

(i) The term ‘‘farm equipment” shall mean equipment manufactured for use 
on farms in connection with the production or processing of food. 

(j) The term ‘fertilizer’? shall mean fertilizer in form for distribution to the 
users thereof. 

(k) The term ‘“domestie transportation, storage, and port facilities’? shall 
include locomotives, cars, motor vehicles, watereraft used on inland waterways, 
in harbors, and on the Great Lakes, and other vehicles, vessels, and all instru- 
mentalities of shipment or carriage, irrespective of ownership, and all services in 
or in connection with the carriage of persons or property in intrastate, interstate, 
or foreign commerce within the United States, except movement of petroleum 
and gas by pipeline; and warehouses, piers, docks, wharves, loading and unload 
equipment, and all other structures and facilities used in connection with the trans- 
shipment of persons and property between domestic carriers and carriers engaged 
in coastwise, intercoastal, and overseas transportation. 

Section 902. (a) Except as otherwise provided in section 902 (c) of this 
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Executive order, each officer or agency having functions under the Defense 
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Production Act of 1950 delegated or assigned thereto by this Executive order may 
exercise and perform, with respect to such functions, the functions vested in the 
President by Title VII of the said Act. 

b) The functions which may be exercised and performed pursuant to the 
authority of section 902 (a) of this Executive order shall include, but not by way 
of limitation, (1) except as otherwise provided in section 701 (ec) of this Executive 
order, and except as otherwise required by section 403 of the Defense Production 
Act of 1950, the power to redelegate functions, and to authorize the successive 
redelegation of functions, to agencies, officers, and employees of the Government, 
2) the power to create an agency or agencies, under the jurisdiction of the officer 
concerned, to administer functions delegated by this Executive order, and (3) in 
respect of Parts I, II, IV, and V of this Executive order, the power of subpoena: 
Provided, That the subpoena power shall be utilized only after the scope and 
purpose of the investigation, inspection, or inquiry to which the subpoena relates 
have been defined either by the appropriate officer referred to in section 902 (a) 
of this Executive order or by such other person or persons as he shall designate. 

ec) There are excluded from the functions delegated by section 902 (a) of this 
Executive order (1) the funetions delegated by Part VII of this Executive order, 
(2) the functions of the President under sections 703 (b) and 710 (a) of the Defense 
Production Act of 1950, (3) the functions of the President with respect to regula- 
tions under sections 710 (b), 710 (ec), and 710 (d) of the said Act, and (4) the 
functions of the President with respect to fixing compensation under section 703 (a) 
of the said Act. 

(d) The functions conferred upon the President by section 710 (a) of the 
Defense Production Act of 1950 are hereby delegated as follows: 

(1) Each officer or agency having functions under the said Act delegated or 
assigned to such officer or agency by or pursuant to this Executive order shall 
submit to the Chairman of the United States Civil Service Commission such 
requests for classification of positions in grades 16, 17, and 18 of the General 
Schedule as may be necessary, and shall accompany any such request with a 


certificate stating that the duties of the position are essential and appropriate for 
the administration of the said Act. 

(2) Each requested position shall be placed in the appropriate grade of the 
General Schedule in accordance with the standards and procedures of the Classi- 
fication Act of 1949. No person shall be employed in a position of grade 16, 17, 
or 18 under authority of section 710 (a) of the Defense Production Act of 1950 
except pursuant to notice of the Chairman of the United States Civil Service 
Commission of the classification of the position. 

Section 903. All agencies of the Government (including departments, estab- 
lishments, and corporations) shall furnish to each officer to whom functions are 
delegated or assigned by this Executive order such information relating to defense 
production or procurement, or otherwise relating to the functions delegated or 
assigned to such officer by this Executive order, as he may deem necessary. 

Section 904. Each delegate referred to in section 101 of this Executive order 
shall, when and if he shall deem it necessary and appropriate, appoint a committee 
composed of representatives of such agencies of the Government as he may deter- 
mine. Any committee so appointed shall advise, and consult with the delegate 
concerned, as he may request, in connection with the carrying out of the functions 
delegated to him by sections 101, 201, and 302 of this Executive order, and shall 
advise the delegate concerned regarding requirements of materials and facilities. 

Harry 8. TRUMAN. 

Tue Wuite House, September 9, 1950. 


OcToBER 12, 1950. 
EXEcUTIVE OrpER 10172 


DESIGNATING THE CERTIFYING AUTHORITY WitH RESPECT TO THE AMORTIZATION 
OF EMERGENCY FACILITIES 


By virtue of the authority vested in me by section 124A of the Internal Revenue 
Code, and as President of the United States, it is hereby ordered as follows: 

1. The Chairman of the National Security Resources Board is hereby desig- 
nated as the certifying authority for the purposes of and within the meaning of 
section 124A of the Internal Revenue Code, as added by section 216 of the Reve- 
nue Act of 1950, approved September 23, 1950. 

2. In carrying out his function as the certifying authority, the Chairman shall 
utilize departments and agencies of the Government according to their respective 
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assigned responsibilities pursuant to the Defense Production Act of 1950, as 
follows: 

(a) To furnish reports and recommendations in respect of applications for 
necessity certificates relating to the amortization of emergency facilities. 

(b) To maintain relationships with the various industries in respect of applica- 
tions for necessity certificates. 

(c) To develop necessary programs for the expansion of capacity. 

Harry 8S. TRUMAN. 
Tue Wuite Houses, October 12, 1950. 


DECEMBER 16, 1950. 
Executive OrpeErR 10193 


PROVIDING FOR THE CONDUCT OF THE MOBILIZATION EFFORT OF THE GOVERNMENT 


By virtue of the authority in me by the Constitution and statutes, including the 
Defense Production Act of 1950, and as President of the United States and as 
Commander-in-Chief of the armed forces, it is hereby ordered as follows: 

1. There is hereby established in the Executive Office of the President the 
Office of Defense Mobilization. There shall be at the head of such Office a 
Director of Defense Mobilization, hereinafter called the Director, who shall be 
appointed by the President by and with the advice and consent of the Senate and 
who shall receive compensation at the rate of $22,500 per annum. 

2. The Director shall on behalf of the President direct, control, and coordinate 
all mobilization activities of the Executive Branch of the Government, including 
but not limited to production, procurement, manpower, stabilization, and trans- 
port activities. 

3. All functions delegated or assigned by or pursuant to the provisions of 
Executive Orders Nos. 10161 of September 9, 1950 and 10172 of October 12, 1950 
shall be performed by the respective officers concerned, subject to the direction 
and control of the Director. 

4. In carrying out the functions conferred upon him by this order, the Director 
shall from time to time report to the President concerning his operations under this 
order and issue such directives, consonant with law, on policy and operations to 
the Federal agencies and departments as may be necessary to carry out the pro- 
grams developed, the policies established, and the decisions made by the Director. 
It shall be the duty of all such agencies and departments to execute these directives 
and to make to the Director such progress and other reports as may be required. 

5. The Director may perform the functions conferred upon him by the pro- 
visions of this order through such officers and such agencies and in such manner as 
he shall, consonant with law and the provisions of this order, determine. 

6. Within the limitations of funds which may be made available, the Director 
may employ necessary personnel and make provision for supplies, facilities, and 
services necessary to discharge his responsibilities. 

7. To the extent that any provision of any prior Executive order or directive is 
inconsistent with the provisions of this order, the latter shall control. 

Harry S. TRUMAN. 

Tue Wurrte House, December 16, 1950. 


JANUARY 3, 1951. 
EXECUTIVE OrpER 10200 


ESTABLISHING THE DEFENSE PRODUCTION ADMINISTRATION 


By virtue of the authority vested in me by the Constitution and statutes, inelud- 
ing the Defense Production Act of 1950, and as President of the United States 
and Commander in Chief of the armed forces, it is hereby ordered as follows: 


PART I. DEFENSE PRODUCTION ADMINISTRATION 


Secrion 1. (a) There is hereby created an agency which shall be known as 
the Defense Production Administration. 

(b) There shall be at the head of the Defense Production Administration a 
Defense Production Administrator, hereinafter referred to as the Administrator, 
who shall be appointed by the President by and with the advice and consent of 
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the Senate. The Administrator shall perform his duties subject to the direction, 
control, and coordination of the Director of Defense Mobilization. 

SecTion 2. (a) There are hereby delegated to the Administrator the functions 
conferred upon the President by Titles | and II and section 708 of the Defense 
Production Act of 1950 (relating respectively to priorities and allocations, 
requisitioning, and voluntary agreements) which were by the provisions of Part I, 
section 201 (a) of Part II, and Part VII of Executive Order No. 10161 of Sep- 
tember 9, 1950 delegated to the Secretary of Commerce, the Secretary of the 
Interior, and the commissioner of the Interstate Commerce Commission, respec- 
tively, and those which were by the provisions of section 101 of the said Executive 
Order No. 10161 delegated to the Secretary of Agriculture to the extent that they 
relate to food which has been determined to be available for industrial needs 
pursuant to section 3 of this order; and the said delegations made by the said 
Bascuttre Order No. 10161 are hereby erminated accordingly. 

(b) The Administrator shall direct the administration of the functions pro- 
vided for in sections 302 and 308 of the Defense Production Act of 1950 (relating 
to expansion of production, capacity, and supply) except as to food; and accord- 
ingly, (1) the functions delegated to the Administrator of General Services by 
the provisions of section 304 of the said Executive Order No, 10161 shall be per- 
formed by him only pursuant to certificates of or subject to the approval of the 
Defense Production Administrator, and (2) that part of section 303 of the said 
Executive Order No. 10161 which precedes paragraph (a) thereof is hereby 
amended to read as follows: 

“Section 303. Within such amounts of funds as may be made available, 
and upon the certificate of the Secretary of Agriculture in respect of food 
and of the Defense Production Administrator,in respect of other materials 
and facilities, as to the necessity for loans, purchases, commitments, or 
exploration, as the case may be:’’, 

(c) In carrying out the functions delegated or otherwise assigned to him by 
the foregoing provisions of this Executive order, the Administrator shall: 

(1) Pending the further order of the President or the Director of Defense 
Mobilization, and excluding the duties set forth in paragraphs (2) to (5), 
inclusive, immediately below, provide by redelegation or otherwise for the 
performance of the said functions by the respective officers and agencies 
to whom the said functions were delegated by the said Executive Order No. 
10161 and their delegates. 

(2) Perform the central programming functions incident to the determina- 
tion of the production programs required to meet defense needs. 

(3) Make determinations as to the provision of adequate facilities for 
defense production and as to the procedures and methods followed by Execu- 
tive agencies with respect to the accomplishment of defense production pro- 
grams, including those with respect to purchasing, contracting, and speci- 
fications, 

(4) Assemble estimated labor supply requirements for the fulfillment of 
projected defense production programs and furnish them to the Secretary of 
Labor for use in connection with the functions assigned to him by Part VI 
of the said Executive Order No. 10161. 

(5) Perform, without the power of redelegation, those functions of the 
Administrator under section 2 (a) of this Executive order (relating to certain 
voluntary agreements), which were heretofore delegated to the Secretary of 
Commerce by the provisions of section 710 (b) (1) of the said Executive Order 
No. 10161, and perform such other functions regarding voluntary agreements 
as he may determine. 

(ad) The provisions of sections 902 and 903 of Executive Order No. 10161 (in- 
cluding those with respect to subpoena) are hereby made applicable to the Ad- 
ministrator with respect to his functions. 

(e) The Administrator is hereby designated as the certifying authority for the 
purposes of and within the meaning of subsection (e) of section 124A of the Internal 
Revenue Code, as added by section 216 of the Revenue Act of 1950, approved 
September 23, 1950. 

Section 3. (a) Whenever the available supply of any food is insufficient to meet 
all needs therefor the Administrator and the Secretary of Agriculture shall jointly 
determine the division to be made of the available supply of such food as between 
food for industrial needs and food for human and animal consumption. 

(b) In the event of any difference of view between the Administrator and the 
Secretary of Agriculture relating to the execution of section 3 (a) above, or in 
the event of any difference in view arising between the Secretary of Agriculture 
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and any other officer or agency of the Government in the administration of 
functions under the Defense Production Act of 1950 with respect to food or 
facilities therefor, such difference of view shall be submitted to the Director of 
Defense Mobilization for decision. 

SECTION 4, Section 902 (d) (1) of Executive Order No. 10161 of September 9, 
1950, is hereby amended to read as follows: 

‘““(1) Each officer or agency having functions under the said Act delegated 
or assigned to such officer or agency by or pursuant to this Executive order 
shall submit to the Chairman of the United States Civil Service Commission 
such requests for classification of positions in grades 16, 17, and 18 of the 
General Schedule as may be necessary, and shall accompany any such request 
with a certificate stating that the duties of the position are essential and 
appropriate for the administration of the said Act 

SECTION 5. Section 802 of Exeeutive Order No. 10161 of September 9, 1950, 
is hereby revoked, and the authority of the Chairman of the National Security 
Resources Board under section 103 (b) of the said Executive Order No. 10161 to 
approve the designation of officers and agencies as claimants is hereby terminated. 

SECTION 6. (a) To the extent that provisions of Executive Order No. 10161 
of September 9, 1950, are inconsistent with the provisions of this order the latter 
shall control, and the said Executive Order No. 10161 is amended accordingly. 

Except as modified or made inapplicable by the provisions of this Executive 
order, provisions of the said Executive Order No. 10161 relating to functions 
vested in the Administrator hereby shall continue to be applicable to such fune- 
tions. Executive Order No. 10172 of October 12, 1950, is hereby revoked. Noth- 
ing in this Executive order shall affect the validity or force of anything heretofore 
done under the said Executive Order Nos. 10161 or 10172. 

(b) Any officer or agency having by delegation or otherwise any function under 
this order shall have all the authority conferred by sections 902 and 903 of Execu- 
tive Order No. 10161, including the authority with respect to subpoena 

(ec) All orders, regulations, rulings, certificates, directives, and other actions 
relating to any function affected by this Executive order shall remain in effect 
except as they are inconsistent herewith or are hereafter amended or revoked 
under proper authority. 

(d) Nothing in this Executive order shall be deemed to supersede any provision 
of Executive Order No. 10193 of December 16, 1950. 

Section 7. The provisions of sections 2 to 6, inclusive, of this Executive 
shall not be effective until the Administrator first appointed hereunder 
office as Administrator. 


PART II. DEFENSE MORILIZATION BOARD 


Section 8. There is hereby established in the Office of Defense Mobilization 
(established by Executive Order No. 10193 of December 16, 1950) the Defense 
Mobilization Board, which shall consist of the Director of Defense Mobilization 
as Chairman, the Secretaries of Defense, the Treasury, the Interior, Commerce, 
Agriculture, and Labor, the Chairman of the Reconstruction Finance Corpora- 
tion, the Chairman of the Board of Governors of the Federal Reserve System, the 
Chairman of the National Security Resources Board, and such other officials as 
said Director may from time to time designate. The said Board shall be advisory 
to the Director of Defense Mobilization. 

Harry S. TRUMAN. 

Tue Wuite Houser, January 3, 1951. 


Auacust 28, 1951. 
Executive OrperR 10281 


DEFENSE MATERIALS PROCUREMENT AND SUPPLY 


By virtue of the authority vested in me by the Constitution and statutes, in- 
cluding the Defense Production Act of 1950, as amended, and Title II of the 
First War Powers Act, 1941, as amended, and as President of the United States 
and Commander in Chief of the armed forces of the United States, it is ordered 
as follows: 

PART I, DEFENSE MATERIALS PROCUREMENT AGENCY 


Secrion 101. (a) There is herebv created an ageney which shall be known as 


the Defense Materials Procurement Agency. Chere shall be at the head of the 
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said agency a Defense Materials Procurement Administrator, who shall perform 
his duties subject to direction, control, and coordination by the Director of 
Defense Mobilization. 

(b) The Defense Materials Procurement Administrator shall be appointed by 
the President by and with the advice and consent of the Senate. There may be 
appointed to the office of Defense Materials Procurement Administrator any 
officer of the Executive branch of the Government designated by the President, 
to hold the office of Defense Materials Procurement Administrator in addition 
to his other office: Provided, That the office of Administrator shall have no 
compensation attached to it so long as it is held by any other officer of the 
Government. 


PART II. FUNCTIONS OF THE DEFENSE MATERIALS PROCUREMENT ADMINISTRATOR 


Section 201. Sections 303 and 304 of the Executive Order No. 10161 of Sep- 
tember 9, 1950 (15 F. R. 6105-6106), as amended, are hereby revoked, and there 
are hereby inserted in lieu thereof the following new sections: 

‘Sec. 303. The Defense Materials Procurement Administrator is hereby author- 
ized and directed to purchase and make commitments to purchase metals, minerals, 
and other materials, for Government use or resale, as authorized by and subject 
to the provisions of section 303 of the Defense Production Act of 1950, as amended: 
Provided, That the Secretary of Agriculture is also authorized to exercise the said 
functions under section 303 of the said Act, as amended, with respect to food. 

“Sec. 304. The Defense Materials Procurement Administrator is hereby author- 
ized and directed to encourage the exploration, development, and mining of critical 
and strategic minerals and metals, as authorized by and subject to the provisions 
of section 303 of the Defense Production Act of 1950, as amended. 

“Sec. 305. The Defense Materials Procurement Administrator is hereby author- 
ized and directed to make subsidy payments, to determine the amounts, manner, 
terms, and conditions thereof, and to make findings, as authorized by and subject 
to the provisions of section 303 (c) of the Defense Production Act of 1950, as 
amended. 

‘Sec. 306. The functions conferred upon the President by section 303 (¢) of 
the Defense Production Act of 1950, as amended, with respect to the installa- 
tion of additional equipment, facilities, processes, or improvements to plants, 
factories, and other industrial facilities owned by the United States Government, 
and with respect to the installation of government-owned equipment in plants, 
factories, and other industrial facilities owned by private persons, are hereby 
delegated to the Defense Materials Procurement Administrator. 

“Sec. 307. The functions conferred upon the Defense Materials Procurement 
Administrator by sections 303 to 306, inclusive, of this Executive order, shall be 
carried out in accordance with programs certified to the said Administrator by 
the Defense Production Administrator: Provided, That any exercise by the 
Defense Materials Procurement Administrator of the funetions provided for in 
section 303 hereof with respect to food shall be carried out in accordance with 
programs certified to him by the Secretary of Agriculture. 

‘Sec. 308. All funetions provided for in sections 303 to 306, inclusive, of this 
Executive order shall be carried out within such amounts of funds as may be 
made available pursuant to the Defense Production Act of 1950, as amended. 

“Sec. 309. The Economie Stabilization Administrator may from time to time 
recommend to appropriate agencies of the Government the use for stabilization 
purposes of subsidies authorized by the Defense Production Act of 1950, as 
amended.” 

Sec. 202. The Defense Materials Procurement Agency is hereby designated 
as an additional guaranteeing agency under section 301 of the Defense Produc- 
tion Act of 1950, as amended; and, accordingly, section 301 of Executive Order 
No. 10161 of September 9, 1950, as amended, is hereby amended by inserting 
therein, after the words ‘‘the Department of Agriculture,’’ the words ‘“‘the Defense 
Materials Procurement Agency,”’. 

Section 203. The provisions of Part I of Executive Order No. 10210 of Febru- 
ary 2, 1951 (16 F. R. 1049), entitled ‘Authorizing the Department of Defense and 
the Department of Commerce To Exercise the Functions and Powers Set Forth 
in Title II of the First War Powers Act, 1941, as Amended by the Act of January 
12, 1951, and Prescribing Regulations for the Exercise of Such Functions and 
Powers’’, are hereby extended to the Defense Materials Procurement Agency; and, 
subject to the limitations and regulations contained in such Part I and under such 
regulations as he may prescribe, the Defense Materials Procurement Adminis- 
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trator is authorized to perform and exercise, as to the Defense Materials Procure- 
ment Agency, all the functions and authority vested in and granted by Part I of 
the said Executive Order No. 10210 to the Secretaries named therein: Provided, 
That the regulations so prescribed need not be approved by the Secretary of 
Defense: And provided further, That nothing contained herein shall prejudice any 
other authority which the Defense Materials Procurement Agency or the Defense 
Materials Procurement Administrator may have with respect to procurement 


PART IIT. LOANS TO PRIVATE BUSINESS ENTERPRISES 


Section 301. Part IIIT of Executive Order No. 10161 of September 9, 1950, as 
amended, is hereby further amended by adding after section 309 thereof (as added 
by Part II of this Executive order) the following new sections: 

‘Sec. 310. (a) The Reconstruction Finance Corporation is hereby authorized 
and directed to make loans (including participations in, or guarantees of, loans) 
to private business enterprises (including research corporations not organized for 
profit) for the expansion of capacity, the development of technological processes, 
and the production of essential materials, including the exploration, development, 
and mining of strategic and critical metals and minerals, exclusive of such expan- 
sion, development, and production in foreign countries, as authorized by and 
ject to section 302 of the Defense Production Act of 1950, as amended, and within 
such amounts of funds as may be made available pursuant to the Defense P 
duction Act of 1950, as amended. 

“(b) Loans under section 310 (a) hereof (1) shall be made upon such terms and 
conditions as the Corporation shall determine, (2) shall be made only after the 
Corporation has determined in each instance that financial assistance is not avail- 
able on reasonable terms from private sources or from other governmental sources, 
and (3) except in the case of working capital loans (involving no more than minor 
expansion of capacity which is incidental to a loan for working capital) shall be 
made only upon certificate of essentiality of the loan, which certificate shall be 
made by the Secretary of Agriculture with respect to food and food facilities and 
by the Defense Production Administrator with respect to all other materials and 
facilities. 

‘““(e) Applications for loans under section 310 (a) hereof shall be received from 
applicants by the Corporation or by such agencies of the Government as the 
Corporation shall designate for this purpose. 

“Sec. 311. (a) The Export-Import Bank of Washington is hereby authorized 
and directed to make loans (including participations in loans) to private business 
enterprises, for the expansion of capacity, the development of technological 
processes, and the production of essential materials, including the exploration, 
development, and mining of strategie and critical metals and minerals, in those 
cases where such expansion, development, or production is carried on in foreign 
countries, as authorized by and subject to section 302 of the Defense Production 
Act of 1950, as amended, and within such amounts of funds as may be made 
available pursuant to the Defense Production Act of 1950, as amended. 

‘“‘(b) Loans under section 311 (a) hereof (1) shall be made upon such terms and 
conditions as the said Bank shall determine, (2) shall be made only after the Bank 
has determined in each instance that financial assistance is not available on reason- 
able terms from private sources and that the loan involved cannot be made under 
the provisions of and from funds available to the Bank under the Export-Import 
Bank Act of 1945, as amended, and (3) shall be made only upon certificate of 
essentiality of the loan, which certificate shall be made by the Secretary of Agri- 
culture with respect to food and food facilities and by the Defense Production 
Administrator with respect to all other materials and facilities. 

‘“‘(c) Applications for loans under section 311 (a) hereof shall be received from 
applicants by the said Bank or by such agencies of the Government as the Bank 
shall designate for this purpose.”’ 


PART IV. MISCELLANEOUS AMENDMENTS OF PRIOR ORDERS 


Section 401. Executive Order No. 10161 of September 9, 1950, as amended, 
is hereby further amended by inserting the following after section 801 thereof: 

“Sec. 802. All functions delegated or assigned by or pursuant to this Executive 
order, or by or pursuant to any other Executive order provision amendatory or 
supplementary to this Executive order, including any such provision in an Execu- 
tive order hereafter promulgated, shall be performed, by the respective officers 
and agencies concerned, subject to the direction, control, and coordination of the 
Director of Defense Mobilization.”’ 
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Section 402. Section 901 of Executive Order No. 10161 of September 9, 1950, 
is hereby amended by adding after paragraph (k) thereof a new paragraph (1), to 
read as follows: 

1) The term ‘Defense Production Act of 1950’ includes, except as may be 
inappropriate, the Defense Production Act of 1950, as amended.” 

Section 403. Section 201 (b) of Executive Order No. 10161 of September 9, 
1950, is hereby amended to read as follows: 

“(b) The functions conferred upon the President by sections 201 (¢c) and 201 (d) 
of the Defense Production Act of 1950, as amended, exclusive of determinations 
with respect to the termination of the need for the national defense of any property 
acquired under Title II of the said Act (before or after amendment of the said 
Title IT), are hereby delegated to the Administrator of General Services.”’ 

Section 404. Section 301 of Executive Order No. 10161 of September 9, 1950, 
is hereby amended by inserting therein, after the words ‘‘the Department of the 
\ir Force,” the words “the Atomie Energy Commission,”’. Executive Order 
No. 10223 of March 10, 1951, is hereby revoked. 

Secrion 405. a) The term ‘‘Defense Production Act of 1950,” wherever it 
occurs in Executive Order No, 10200 of January 3, 1951, shall be deemed to include, 
except as may be inappropriate, the Defense Production Act of 1950, as amended. 

b) The functions delegated to the Defense Procuction Administrator by section 
2 (a) of Executive Order No. 10200 of January 3, 1951, shall be deemed to include 
the functions conferred upon the President by section 201 (b) of the Defense 
Production Act of 1950, as amended. 

¢) Section 2 (b) of the said Executive Order No. 10200 is hereby revoked. 

d) Except as specifically provided in this Executive order, the provisions of 
Executive Order No. 10200 shall not be deemed to be revoked or superseded 
hereby. 


PART V. GENERAL PROVISIONS 


Section 501 a) There shall be transferred to the Defense Materials Procure- 


ment Ageney so much of the personnel, records, property, and unexpended bal- 
ances of appropriations, allocations, and other funds of the various agencies now 
administering the activities under the Defense Production Act of 1950 which by 
this order are delegated or assigned to the Defense Materials Procurement Agency 
or the head thereof as the Director of the Bureau of the Budget deems to relate 

said functions and to be required by the Defense Materials Procurement 
Ageney for the performance of the said functions, 

b) The Director of the Bureau of the Budget, with the approval of the Presi- 
dent, shall make such determinations and dispositions and take such measures 
which shall be carried out in such manner as the Director shall direet and by such 
agencies as he shall designate, as he shall deem to be necessary in order to effectuate 
the provisions of section 501 (a) hereof. 

Section 502. (a) To the extent that any provision of any prior Executive 

is inconsistent with the provisions of this order, the latter shall control 

such prior provision is amended accordingly. 

All orders, regulations, rulings, certificates, directives, and other actions 
relating to any function affected by this Executive order shall remain in effect 
except as they are inconsistent herewith or are heraefter amended or revoked 
under proper authority. 

ection 503. Part IT and section 501 of this Executive order shall not become 

tive until the Defense Materials Procurement Administrator first appointed 
under enters upon office as Administrator. 
Harry S. TRUMAN. 
THe Waite House, August 28, 1951, 12:31 p. m., e. d. t. 


Executive OrpEerR 10233 


AMENDING EXECUTIVE ORDER 10161! With Respect To WAGE STABILIZATION 
AND SETTLEMENT OI! LABOR DISPUTES 


WHEREAS the maintenance of wage stabilization under the Defense Production 
Act of 1950 is essential at this time in the interest of the national defense; and 

WHEREAS the maintenance of effective wage stabilization imposes limitations 
on the processes of free collective bargaining, making necessary the development 
of machinery to facilitate the settlement of labor disputes in conjunction with the 
administration of wage stabilization; and 
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WHEREAS on April 17, 1951, the National Advisory Board on Mobilization 
Policy made the following recommendation to the President: 

“1. The Wage Stabilization Board shall be reconstituted as an 18 man tripartite 
Board with six representing the public, six representing management, and six 
representing labor. 

‘2. The reconstituted Wage Stabilization Board shall be empowered to assume 
jurisdiction of any labor dispute which is not resolved by collective bargaining 
or by the prior full use of conciliation and mediation facilities and which threatens 
an interruption of work affecting the national defense where: 

‘“‘(i) The parties to any such dispute jointly agree to submit such dispute to 
the Board, or 

(ii) The President is of the opinion that the dispute is of a character which 
substantially threatens the progress of national defense and certifies such dispute 
to the Board. 

‘3. In any such case certified to the Board by the President or in any such 
case where the parties jointly agree to submit the case to the Board for their 
recommendations, the Board shall investigate and inquire into the issues in dis- 
pute and promptly report to the President thereon with their recommendations 
to the parties as to fair and equitable terms of settlement. 

‘4. In any such case where the parties jointly agree to be bound by the de- 
cision of the Board, the Board shall render a decision on the issues in dispute 
which decision shall be binding on the parties.”’ 

And WHEREAS | n it necessary and desirable that such recommen 
be carried out, 

Now, THEREFORE, by virtue of the authority vested in me by the Constitu- 
tion and statutes, including the Defense Production Act of 1950, and as President 
of the United States and Commander-in-Chief of the armed forces, it is hereby 
ordered as follows: 

Secrion 1. Part IV of Executive Order No. 10161 of September 9, 1950, is 
hereby amended by revoking sections 403 and 404 thereof and by inserting after 
section 402 thereof the following new sections: 

Sec. 403. (a hall be in the Agenev a Wage Stabilization Board (1 
after in this Part referr as the Board) composed igh 1 members 
shall be appointed | the resident. Six of the | 
representative of the iblie hall be represe! 
be representative of b ne: 
vice chairman of the Board, 
from among the members 


b In addition to the 


ing sections of this Par 


respect to wage 


tabili 
consultation with the 

Sec. 404. To the maximum extent consistent with the maintenance of 
tive economic stabilization, the provisions of thi art shall be administer 
such a way as to preserve collective bargaining tween labor and managem 

Sec. 405. The Board may assume jurisdiction of any labor dispute which 
not resolved by collective bargaining or by the pri full use of conciliation 
mediation facilities and which threatens an interru] n of work affecting 
national defense where: 

a) The parties to any such dispute jointly agr ibmit such dispute 
the Board for recommendation or decision, if the ard agrees to accept such 
dispute, or 

b) The President is of the opinion that the dispute is of a character which 
substantially threatens the progress of national defense and refers such dispute 
to the Board. 

Sec. 406. In anv ease referred to the Board by the President under section 405 
the Board shall investigate and inquire into the issues in dispute and promptly 
report to the President thereon with its recommendations to the parties as to fair 
and equitable terms of settlement. 

Sec. 407. In any case where the parties jointly agree to submit the case to the 
Board for its recommendations under section 405, the Board shall investigate 
and inquire into the issues in dispute and shall advise the parties of its recom- 
mendations for fair and equitable terms of settlement 

Sec. 408. In any case submitted or referred to the Board under section 405 
where the parties jointly agree to be bound by the decision of the Board, the 
Board shall render a decision on the issues in dispute, which decision shall be 
binding on the parties. 


90761—51———24 
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Sec. 409. Any wage action taken by the Board with respect to any case sub- 
mitted or referred to it under section 405 shall be consistent with stabilization 
policies. 

Sec. 410. Such panels and subsidiary agencies of the Board as may be deemed 
necessary May be constituted under this Part, and in order to carry out its fune- 
tions under this Executive Order, the Board may promulgate rules, regulations, 
orders, and directives. 

Sec. 2. All orders, regulations, rules, certificates, directives, and other actions 
relating to any function affected by the amendment madé by the provisions of 
section 1 of this Executive Order (ineluding the appointments cf members of 
the Board in office on the date hereof) shall remain in effect except as they are 
inconsistent herewith or are hereafter amended, revoked, or terminated under 
proper authority. 

Sec. 3. Nothing in this Executive Order shall be deemed to supersede any 
provision of Executive Order No. 10193 of December 16, 1950. 

Sec. 4. No action inconsistent with the provisions of the Fair Labor Standards 
Act of 1938, as amended, other Federal labor standards statutes, the Labor- 
Management Relations Act, 1947, or with other applicable laws shall be taken 
under this Executive Order. 

Harry S. Truman 

Tue Wuire House, 

April 21, 1951. 


[F. R. Doe. 51-4810; Filed, Apr. 23, 1951; 10:13 a. m.] 


[Executive Order 10182 of November 23, 1950, and Executive Order 10205 of 
January 17, 1951 which amended it, deal with the appointment of advisory and 
consultative personnel under the Defense Production Act to serve without 
compensation, } 





APPENDIX D 


Tue Derense Propuction Act or 1950, Aas AMENDED BY THE Dr- 
FENSE Propuction Acr AMENDMENTS OF 1951 (Pus. Law 774, 
Sist Cona.; Pus. Law 96, 82p Cona.) 


{EXPLANATORY Notre.—Throughout this collation roman type is used to indi- 
cate text which has not been changed since original passage and issuance of the 
1950 act. Material which has been deleted by amendment is retained in the 
text, but is included in bold brackets. Revised or added material appears in 
italics. Footnote references appear for each amendment. All amendatory 
sections cited in the footnotes are contained in the Defense Production Act 
Amendments of 1951. 

A section-by-section table of contents appears at the head of each title.] 


AN ACT 


To establish a system of priorities and allocations for materials and facilities, authorize the requisitioning 
thereof, provide financial assistance for expansion of productive capacity and supply, provide for price 
and wage stabilization, provide for the settlement of labor disputes, strengthen controls over credit, and 
by these measures facilitate the production of goods and services necessary for the national security, 
and for other purposes, 


Be it enacted by the Senate and House of Re presentatives of the United States of 
America in Congress assembled, That this Act, divided into titles, may be cited 
as “the Defense Production Act of 1950 as amended by the Defense Production 
Act Amendments of 1951.’ 


TABLE OF CONTENTS 
Title I. Priorities and allocations 
Title Il. Authority to requisition and condemn.? 
Titie Il. Expansion of productive capacity and supply 
Title LV. Price and wage stabilization 
Title V. Settlement of labor disputes 
Title VI. Control of consumer and real estate credit 
Title VII. General provisions 


DECLARATION OF POLICY 


Sec, 2. It is the policy of the United States to oppose acts of aggression and to 
promote peace by insuring respect for world law and the peaceful settlement of 
differences among nations. To that end this Government is pledged to support 
collective action through the United Nations and through regional] arrangements 
for mutual defense in conformity with the Charter of the United Nations. The 
United States is determined to develop and maintain whatever military and 
economic strength is found to be necessary to carry out this purpose. Under 
present circumstances, this task requires diversion of certain materials and facili- 
ties from civilian use to military and related purposes. It requires expansion 
of productive facilities beyond the levels needed to meet the civilian demand. 
In order that this diversion and expansion may proceed at once, and that the 
national economy may be maintained with the maximum effectiveness and the 
least hardship, normal civilian production and purchases must be curtailed and 
redirected. 

It is the objective of this Act to provide the President with authority to accom- 
plish these adjustments in the operation of the economy. It is the intention of 
the Congress that the President shall use the powers conferred by this Act to 
promote the national defense, by meeting, promptly and effectively, the require- 
ments of military programs in support of our national security and foreign policy 
objectives, and by preventing undue strains and dislocations upon wages, prices, 
and production or distribution of materials for civilian use, within the framework, 
as far as practicable, of the American system of competitive enterprise. 





! Original statute cited as “The Defense Production Act of 1950."". Amendatory act cited as ‘‘The Defense 
Production Act Amendments of 1951.” 
2 Words “and condemn” added by sec. 107 
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TITLE I—PRIORITIES AND ALLOCATIONS 


Sec. 101. Contracts and materials. 
Sec. 102. Hoarding 

Sec. 103. Penalties 

Sec. 104. Import controls, 


Sec. 101. The President is hereby authorized (1) to require that performance 
under contracts or orders (other than contracts of employment) which he deems 
necessary or appropriate to promote the national defense shall take priority over 
performance under any other contract or order, and, for the purpose of assuring 
such priority, to require acceptance and performance of such contracts or orders 
in preference to other contracts or orders by any person he finds to be capable of 
their performance, and (2) to allocate materials and facilities in such manner, 
upon such conditions, and to such extent as he shall deem necessary or appro- 
priate to promote the national defense. No restriction, quota, or other limitation 
shall be placed upon the quantity of livestock which may be slaughtered or handled by 
any processor.’ 

Sec. 102. In order to prevent hoarding, no person shall accumulate (1) in excess 
of the reasonable demands of business, personal, or home consumption, or (2) 
for the purpose of resale at prices in excess of prevailing market prices, materials 
which have been designated by the President as scarce materials or materials the 
supply of which would be threatened by such accumulation. The President 
shall order published in the Federal Register, and in such other manner as he may 
deem appropriate, every designation of materials the accumulation of which is 
unlawful and any withdrawal of such designation. [This section shall not be 
construed to limit the authority contained in section 101 of this Act.] + 

In making such designations the President may prescribe such conditions with 
respect to the accumulation of materials in excess of the reasonable demands of business, 
personal, or home consumption as he deems necessary to carry out the objectives of 
this Acts This section shall not be construed to limit the authority contained in 
sections 101 and 704 ® of this Act. 

Sec. 103. Any person who willfully performs any aet prohibited, or willfully 
fails to perform any act required, by the provisions of this title or any rule, 
regulation, or order thereunder, shall, upon conviction, be fined not more than 
$10,000 or imprisoned for not more than one year, or both. 

‘“Sec. 104.7 Import controls of fats and oils (including oil-bearing materials, fatty 
acids, and scap and soap powder, but excluding petroleum and petroleum products 
and coconuts and coconut products), peanuts, butter, cheese and other dairy products, 
and rice and rice products are necessary for the protection of the essential security 

! sts and economy of the United States in the existing emergency in international 

ons, and no imports of any such commodity or product shall be admitted to the 
United Sta'e intil after June 30, 1952, which the Secretary of Agriculture determines 
would (a) impair or reduce the domestic production of any such commodity or product 
belou present produc tion le els, or below such highe r levels as the Secretary of Agri- 
culture may deem necessary in view of domestic and international conditions, or (b) 
interfere with the orderly domestic storing and marketing of any such commodity or 
product. or (c) result in any unnecessary burden or expenditures under any Govern- 
ment price support program. The President shall exercise the authority and powers 


conferred by this section. 


TITLE II—AUTHORITY TO REQUISITION AND CONDEMN 8 


Sec. 201 (a ) r to requisition 

sec, 201 (ft Power to condemn, purchase, accept 
Sec. 201 (« Return of property 

Sec. 201 (d). Disposition of property. 


Sec. 201. (a) Whenever the President determines (1) that the use of any equip- 
ment, supplies, or component parts thereof, or materials or facilities necessary 
for the manufacture, servicing, or operation of such equipment, supplies, or com- 
ponent parts, is needed for the national defense, (2) that such need is immediate 
and impending and such as will not admit of delay or resort to any other source of 
supply, and (3) that all other means of obtaining the use of such property for the 
defense of the United States upon fair and reasonable terms have been exhausted, 

Il ai-ized ‘ovtion added by sec. 101 (a 
4 Bracketed portion deleted by see. 101 (b). 

§ [talicized portion added by sec. 101 (b). 
6 Italicized portion added by sec. 101 (b). 
7 Sec. 104 added by sec. 101 (c). 

8 Italicized portion added by sec. 102 (a). 
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he is authorized to requisition such property or the use thereof for the defense of 
the United States upon the payment of just compensation for such property or the 
use thereof to be determined as hereinafter provided. The President shall 
promptly determine the amount of the compensation to be paid for any property 
or the use thereof requisitioned pursuant to this title but each such determination 
shall be made as of the time it is requisitioned in accordance with the provision 
for just compensation in the fifth amendment to the Constitution of the United 
States. If the person entitled to receive the amount so determined by the Presi- 
dent as just compensation is unwilling to accept the same as full and complete 
compensation for such property or the use thereof, he shall be paid promptly 75 
per centum of such amount and shall be entitled to recover from the United States, 
in an action brought in the Court of Claims or, without regard to whether the 
amount involved exceeds $10,000, in any district court of the United States, withir 
three years after the date of the President’s award, an additional amount which, 
when added to the amount so paid to him, shall be just compensation 


Vo real prope rty (othe than equ pment and fac ties, and buil ngs 
Structures, to be demolished and used as s¢ rap or se ona-hand mate 
acqui ed under this subsection 

(b) © Wheneve: the P estdent deems it necessary in the interest of 7 ational 
he may acquire by purchase, donation, or other means of transfer. o mea 
proceedings to be instituted in any court having jurisdiction 
acquire by conde nei nation, any re al prope rty, ane ] 4aiung 
the reof, or other interest therein. together urth any personal prope located thereon 
or used therewith, that he deems necessary for the national defense, sucl proceedings 
to be in accordance with the Act of August 1, 1888 (25 Stat. 357), as amended, or 
any other applicable Federal statute. Before condemnation proceedings are insti- 


tuted pursuant to this section, an effort shall be made to acquire the property involved 


by negotiation unless, because of reasonable doubt as to the identity of the owner or 


owners, hecause ot the large numbe , of persons with phom 1t would ve necessary to 
negotiate, or for other reasons, the effort to acquire by negotiation would ¢envolve. an 
the judgment of the President, such delay in acquiring the property as to be contrary 
to the interest of national defe nse. In any condemnation proceeding enstituted pur- 
suant to this section, the court shall not order the party tn possession to surrender 
Possession in advance of final pudqme nt unless a declaration of taking has heen file d, 
and a deposit of the amount é rt«mated to be 7ust compensation has been made, under 
the first section of the Act of February 26, 19381 16 Stat. 1421), provi ling for such 
eclaralions. Unless title is in dispute, the court. upon application, shall prom pt- 
ly pay to the owner at least 75 per ce ntum of the amount so de posited, but such 
payment shall bemade without pre} idice to any party to the proceeding. Property 
acquired under this section may be occupied, used, and improved for the purposes 
of this section prior to the approval of trtle by the Attorney General as re quired by 
section 355 of the Revised Statutes, as amended. 

(c) " Whenever the President determines that any real property acquired 
under this title and retained is no longer needed for the defense of the United 
States, he shall, if the original owner desires the property and pays the fair value 
thereor, return such property to the owner. In the event the President and. the 
original owner do not agree as to the fair value of the property, the fair value 
shall be determined by three appraisers, one of whom shall be chosen by the 
President, one by the original owner, and the third by the first two appraisers; 
the expenses of such determination shall be paid in equal shares by the Govern- 
ment and/the original owner. 

(d) 2 Whenever the need for the national defense of any personal property 
[requisitioned] acquired 8 under this title shall terminate, the President may 
dispose of such property on such terms and conditions as he shall deem appro- 
priate, but to the extent feasible and practicable he shall give the former owner 
of any property so disposed of an opportunity to reacquire it (1) at its then fair 
value as determined by the President, or (2) if it is to be disposed of (otherwise 
than at a public sale of which he is given reasonable notice) at less than such 
value, at the highest price any other person is willing to pay therefor: Provided, 
That this opportunity to reacquire need not be given in the case of fungibles or 
items having a fair value of less than $1,000. 


————— 


) Italicized portion added by sec. 102 (b) (1). 
Subsec. (b) added by sec. 102 (b) (2) 
Formerly subsec. (b); redesignated by see. 102 (b) (4). 

12 Formerly subsec. (c); redesignated by sec. 102 (b) (4). 

13 Word “acquired” substituted for “requisitioned”’ by seel? ¢, 
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TITLE ITII—EXPANSION OF PRODUCTIVE CAPACITY AND SUPPLY 


Sec. 301 (a). Financing guarantees. 
Sec. 301 (b). Fiscal agents of U. S 
Sec. 301 (c). Supervision of fiscal agents 
e. 301 (d). Use of appropriations. 
», 302. Loans to private enterprise. 
Sec. 303 (a). Purchase and development commitments. 
Sec. 303 (b). Commitments above ceiling prices or with anticipated resale loss. 
Sec. 303 (c). Subsidy payments. 
Sec. 303 (d). Power to transport, store, etc. 
Sec. 303 (e). Expansion of facilities. 
Sec. 304 (a). New agencies 
See. 304 (b). Authority to borrow; obligations of borrowing agencies. 





Sec. 301. (a) In order to expedite production and deliveries or services under 
Government contracts, the President may authorize, subject to such regulations 
as he may prescribe, the Department of the Army, the Department of the Navy, 
the Department of the Air Force, the Department of Commerce, and such other 
agencies of the United States engaged in procurement for the national defense as he 
may designate (hereinafter referred to as ‘‘guaranteeing agencies’’), without re- 
gard to provisions of law relating to the making, performance, amendment, or 
modification of contracts, to guarantee in whole or in part any publie or private 
financing institution (including any Federal Reserve bank), by commitment to 
purchase, agreement to share losses, or otherwise, against loss of principal or 
interest on any loan, discount, or advance, or on any commitment in connection 
therewith, which may be made by such financing institution for the purpose of 
financing any contractor, subcontractor, or other person in connection with the 
performance, or in connection with or in contemplation of the termination, of any 
contract or other operation deemed by the guaranteeing agency to be necessary to 
expedite production and deliveries or services under Government contracts for the 
procurement of materials or the performance of services for the national defense. 

(b) Any Federal agency or any Federal Reserve bank, when designated by the 
President, is hereby authorized to act, on behalf of any guaranteeing agency, as 
fiscal agent of the United States in the making of such contracts of guarantee and 
in otherwise carrying out the purposes of this section. All such funds as may be 
necessary to enable anv such fiscal agent to carry out any guarantee made by it on 
behalf of any guaranteeing agency shall be supplied and disbursed by or under 
authority from such guaranteeing agency. No such fiscal agent shall have any 
responsibility or accountability except as agent in taking any action pursuant to 
or under authority of the provisions of this section. Each such fiscal agent shall 
be reimbursed by each guaranteeing agency for all expenses and losses incurred 
by such fiscal agent in acting as agent on behalf of such guaranteeing agency, 
including among such expenses, notwithstanding any other provision of law, 
attorneys’ fees and expenses of litigation. 

(c) All actions and operations of such fiscal agents under authority of or pur- 
suant to this section shall be subject to the supervision of the President, and 
to such regulations as he may prescribe; and the President is authorized to pre- 
scribe, either specifically or by maximum limits or otherwise, rates of interest, 
guarantee and commitment fees, and other charges which may be made in con- 
nection with loans, discounts, advances, or commitments guaranteed by the 
guaranteeing agencies through such fiscal agents, and to prescribe regulations 
governing the forms and procedures (which shall be uniform to the extent prac- 
ticable) to be utilized in connection with such guarantees. 

(d) Each guaranteeing agency is hereby authorized to use for the purposes of 
this section any funds which have heretofore been appropriated or allocated or 
which hereafter may be appropriated or allocated to it, or which are or may 
become available to it, for such purposes or for the purpose of meeting the neces- 
sities of the national defense. 

Sec. 302. To expedite production and deliveries or services to aid in carrying 
out Government contracts for the procurement of materials or the performance 
of services for the national defense, the President may make provision for loans 
(including participations in, or guarantees of, loans) to private business enter- 
prises (including research corporations not organized for profit) for the expansion 
of capacity, the development of technological processes, or the production of 
essential materials, including the exploration, development, and mining of stra- 
tegic and critical metals and minerals. Such loans may be made without regard 
to the limitations of existing law and on such terms and conditions as the President 
deems necessary, except that financial assistance may be extended only to the 
extent that it is not otherwise available on reasonable terms. 
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(Sec. 303." (a) To assist in carrying out the objectives of this Act, the President 
may make provision (1) for purchases of or commitments to purchase metals, 
minerals, and other raw materials, including liquid fuels, for Government use or 
for resale; and (2) for the encouragement of exploration, development, and mining 
of critical and strategic minerals and metals: Provided, however, That purchases 
for resale under this subsection shall not include agricultural commodities except 
insofar as such commodities may be purchased for resale for industrial uses or 
stockpiling, and no agricultural commodity shall be sold for such purposes at 
less than the higher of the following: (i) the current market price for such com- 
modity, or (ii) the minimum sale price established for agricultural commodities 
owned or controlled by the Commodity Credit Corporation as provided in section 
407 of Public Law 439, EFighty-first Congress. 

(b) Subject to the limitations in subsection (a), purchases and commitments 
to purchase and sales under such subsection may be made without regard to the 
limitations of existing law, for such quantities, and on such terms and conditions, 
including advance payments, and for such periods, as the President deems neces- 
sary, except that purchases or commitments to purchase involving higher than 
currently prevailing market prices or anticipated loss on resale shall not be made 
unless it is determined that supply of the materials could not be effectively in- 
creased at lower prices or on terms more favorable to the Government, or that 
such purchases are necessary to assure the availability to the United States of 
Overseas supplies. 

(c) The procurement power granted to the President by this seetion shall 
include the power to transport and store, and have processed and refined, any 
ma‘erials procured under this section. 

(1) When in his judgment it will aid the national defense, the President is 
authorized to install additional equipment, facilities, processes, or improvements 
to plants, factories, and other industrial facilities owned by the United States 
Government, and to install Government-owned equipment in plants, factories, 
and other industrial facilities owned by private persons. ] 

Sec. 303.4 (a) To assist in carrying out the objectives of this Act, the President 


may make provision (1) for purchases of or commitments to purchase metals, minerals 
, 


for the encouragement of 
erploration, development, and mining of critical and strategic minerals and metals: 
Provided, however, That purchase s for resale under this subsection shall not include 
that part of the supply of an agricultural commodity which is domestically produced 
ercept insofar as such domestically produced supply may be purchased for resale for 
tndustrial uses or stockpiling, and no commodity purchased under this subsection 
shall be sold at less than the established ceiling price for such commodity (except that 
minerals and metals shall not be sold at less than the established ceiling price, or the 
current domestic market price, whichever is lower), or, if no ceiling price has been 
established, the hiaher of the follo bing: (2) the current domestic market price for such 


and other materials, for Government use or resale; and (2 


commodity, or (it) the minimum sale price established for agricultural commodities 
owned or controlled by the Commodity Credit Corporation as provided in section 407 
of Public Law 439, Eighty-first Congress: Provided further, however, That no pur- 
chase or commitment to pure hase any imported agricultural commodity shall be made 
calling for delivery more than one year after the expiration of this Act. 

(b) Subject to the limitations in subsection (a), pur hases and commitments to 
purchase and sales under such subsection may be made without re gard to the limita- 
tions of existing law, for such quantities, and on such terms and conditions, including 
advance payments, and for such periods, but not ext nding beyond June 30, 1962, 
as the President deems necessary, except that purchases or commitments to purchase 
involving higher than established ceiling prices (or if there be no established ceiling 
prices, currently prevailing market prices) or anticipated loss on resale shall not be 
made unless it is devermined that supply of the materials could not be effectively 
increased at lower prices or on terms more favorable to the Govern ment, or that such 
purchase s are necessary to assure the availability to the United States of overseas 
supplies. 

(c) If the P esident finds 

I) that inder generally fat and equitable ceiling prices for any raw or 
nonprocessed material, there will result a decrease in supplies from high-cost 
sources of such material, and that the continuation of such supplies is necessary 
to carry out the objecti es of the Act: or 

that an increase in cost of transportation is temporarily in character and 
threatens to impair maximum production or supply in any area at stable prices 
of any mate rials, 


‘ Sec. 303 amended in full by see. 103 (a 
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he may make provision for subsidy payments on any such domestically produced 
material other than an agricultural commodity in such amounts and in such manner 
(including purchases of such material and its resale at a loss without regard to the 
limitations of existing law), and on such terms and conditions, as he determines to be 
necessary to insure that supplies from such high-cost sources are continued, or that 
maximum production or supply in such area at stable prices of such materials is 
maintained, as the case may be. 

(d) The procurement power granted to the President by this section shall include 
the power to transport and store and have processed and refined, any materials pro- 
cured under this section. 

When in his judgment it will aid the national defense, the President is author- 
ized to install additional equipment, facilities, processes or improvements to plants, 
factories, and other industrial facilities owned by the United States Government, and 
to install government-owned equipment in plants, factories, and other industrial 
facilit es owned by pre ate persons 

Sec. 304. (a) For the purposes of sections 302 and 303, the President is hereby 
authorized to utilize such existing departments, agencies, officials, or corpora- 
tions of the Government as he may deem appropriate, or to create new agencies 
(other than corporations). 

b) Any ageney created under this section, and any department, agency, 
official, or corporation utilized pursuant to this section is authorized, subject to 
the approval of the President, to borrow from the Treasury of the United States, 
such sums of money as may be necessary to carry out its functions under sections 
302 and 303: [Provided, That the total amount borrowed under the provisions of 
this section by all such borrowers shall not exceed an aggregate of $600,000,000 
outstanding at any one time.] Provided, That the amount borrowed under the pro- 
visions of this section by all s ich borrowers shall not exceed an aggregate of S2,100,- 
000,000 outstanding at any one time Provided further, That when any contract, 
agreement, loan, or other transaction heretofore or he reafte r entered into pursuant to 
section 302 or 303 imposes contingent liability upon the United States, such liability 
shall be considered for the pur poses of sections 8679 and 3732 of the Revised Statutes, 
as amended, as an obligation only to the extent of the probable ultimate net cost to the 
( niled States under such transaction: and the President shall submit a report lo the 
Congress not less often than once each quarter setting forth the gross amount of each 
such transaction entered into by an agency of the United States Government under this 
authority and the basis for determining the p ‘obable ultimate net cost to the United 
States thereunder.6 For the purpose of borrowing as authorized by this subsection, 
the borrower may issue to the Secretary of the Treasury its notes, debentures, bonds, 
or other obligations to be redeemable at its option before maturity in such man- 
ner as may be stipulated in such obligations. Such obligations shall bear interest 
at a rate determined by the Secretary of the Treasury, taking into consideration 
the current average rate on outstanding marketable obligations of the United 
States as of the last day of the month preceding the issuance of the obligations. 
The Secretary of the Treasury is authorized and directed to purchase such obliga- 
tions and for such purpose the Secretary of the Treasury is authorized to use as a 
public-debt transaction the proceeds from the sale of any securities issued under 
the Second Liberty Bond Act, as amended, and the purposes for which securities 
may be issued under the Second Liberty Bond Act, as amended, are extended 
to include any purchases of obligations hereunder. 

[(c)'® In addition to the sums authorized to be borrowed under subsection (b 
there is hereby authorized to be appropriated to carry out the purposes of sections 
302 and 303, such sums, not in excess of $1,400,000,000, as may be necessary 


therefor. ] 
TITLE IV—PRICE AND WAGE STABILIZATION 


401. Congressional intent 

402 (a). Voluntary action 

402 (b) (1). Issuance of regulations, orders, ete. 
402 (b) (2). Individual price control 

402 (b Complementary wage action 
402 (b) (4). General price controls action 
402 (b) (5). Complementary wage action 
402 (c Standards 

402 (d) (1). Hardships and inequities 

402 (d) (2), Limitations on wage actions. 
402 (d) (3). Agricultural parities. 

402 (d) (4). Costs adjustments. 

402 (¢ Exemptions. 


D 


5 Italicized portion substituted for bracketed portion by sec. 103 (e). 
16 Subsec. (c) deleted by sec. 103 (e). 
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402 (f). Authority to provide exemptions. 
402 (g). Changes in business practices 
». 402 (h). Grading, labeling, standardization. 
. 402 (i). Sales limitations. 
402 (j). Taxes included in prices 
402 (k). Customary percentage margins. 
. 403. Creation of agency 
404. Business advisory groups 
». 405 (a). Price violations. 
405 (b). Wage violations 
. 406. Compulsory sales or services 
407 (a). Protests 
407 (b Official notice of economic data, 
. 407 (c). Board of Review. 
407 (d). Action on protests; undue delay 
. 408 Dismissal of protests; appeal to Emergency Court of Appea 
108 . Setting aside regulations and orders 
408 (c). Emergency Court of Appeals; jurisdiction, powers 
408 (d). Certiorari to the S. Supreme Court 
. 408 (e) (1). Protest by defendant in violation pr 
408 (e) (2). Stay of violations proceeding. 
100 . Injunctions against violations 
. 409 . Penal or olations 
. 409 (ec). Buyer 
. 409 (d). Fines, penalties, *., included as business cost 
409 (e). ‘Court of Competent Jurisdiction.’”’ 
410. Contracts for the sale of fowls to U. 8. 


Sec. 401. It is the intent of Congress to provide authority necessary to achieve 
the following purposes in order to promote the national defense: To prevent 
inflation and preserve the value of the national currency; to assure that defense 
appropriations are not dissipated by excessive costs and prices; to stabilize the 
eost of living for workers and other consumers and the costs of production for 
farmers and businessmen; to eliminate and prevent profiteering, hoarding, manip- 
ulation, speculation, and other disruptive practices resulting from abnormal 
market conditions or searcities; to protect consumers, wage earners, investors, 
and persons with relatively fixed or limited incomes from undue impairment of 
their living standards; to. prevent economie disturbances, labor disputes, inter- 
ferences with the effective mobilization of national resources, and impairment of 
national unity and morale; to assist in maintaining a reasonable balance between 
purchasing power and the supply of consumer goods and services; to protect the 
national economy against future loss of needed purchasing power by the present 
dissipation of individual savings; and to prevent a future collapse of values. It 
is the intent of { ‘ongress { hat the aut horit \ conferred bv this title shall be exercised 
in accordance with the policies set forth in section 2 of this Act, and in particular 
with full consideration and emphasis, so far as practicable, on the maintenance 
and furtherance of the American system of competitive enterprise, including 
independent small-business enterprises, the maintenance and furtherance of a 
sound agricultural industry, the maintenance and furtherance of sound working 
relations, including collective bargaining, and the maintenance and furtherance 
of the American way of life. Whenever the authority granted by this title is 
exercised, all agencies of the Government dealing with the subject matter of this 
title, within the limits of their authority and jurisdiction, shall cooperate in carry- 
ing out these purposes 

Sec. 402. (a) In order to carry out the objectives of this title, the President 
may encourage and promote voluntary action by business, agriculture, labor, and 
consumers. In proceeding under this subsection the President may exercise the 
authority to approve voluntary programs and agreements conferred on him 
under section 708, and may utilize the services of persons and agencies as provided 
in section 710. 

(b) (1) To the extent that the objectives of this title cannot be attained by 
action under subsection (a), the President may issue regulations and orders 
establishing a ceiling or ceilings on the price, rental, commission, margin, rate, 
fee, charge, or allowance paid or received on the sale or delivery, or the puichase 
or receipt, by or to any person, of any material or service, and at the same time 
shall issue regulations and orders stabilizing wages, salaries, and other compen- 
sation in accordance with the provisions of this subsection 

2) Action under this subsection may be taken either with respect to individual 
materials and services and to individual types of employment, or with respect 
to materials, services, and types of employment generally. A ceiling may be 
established with respect. to an individual material or service only when the Presi- 
dent finds that (i) the price of the material or service has risen or threatens to rise 
unreasonably above the price prevailing during the period of May 24, 1950, to 
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June 24, 1950, (ii) such price increase will materially affect the cost of living or 
the national defense, (iii) the imposition of such ceiling is necessary to effectuate 
the purposes of this Act, (iv) it is practicable and feasible to impose such ceiling, 
and (v) such ceiling will be generally fair and equitable to sellers and buvers of 
such material or service and to sellers and buyers of related or competitive mate- 
rials and services. 

3) Whenever a ceiling has been imposed with respect to a particular material 
or service, the President shall stabilize wages, salaries, and other compensation 
in the industry or business producing the material or performing the service. 

(4) Whenever ceilings on prices have been established on materials and services 
comprising a substantial part of all sales at retail and materially affecting the 
cost of living, the President (i) shall impose ceilings on prices and services gen- 
erally, and (ii) shall stabilize wages, salaries, and other compensation generally. 
5) In stabilizing wages under paragraph (3) of this subsection, the President 
shall issue regulations prohibiting increases in wages, salaries, and other compensa- 
tion which he deems would require an increase in the price ceiling or impose hard- 
ships or inequities on sellers operating under the price ceiling. 

c) So far as practicable, in exercising the authority conferred in this section, 
the President shall ascertain and give due consideration to comparable prices, 
rentals, commissions, margins, rates, fees, charges, and allowances, and to com- 
parable salaries, wages, or other compensation, which he finds to be representative 
of those prevailing during the period from May 24, 1950, to June 24, 1950, in- 
clusive, or, in case none prevailed during this period or if those prevailing during 
this period were not generally representative because of abnormal or seasonal 
market conditions or other cause, than those prevailing on the nearest. date on 


which, in the judgment of the President, they are generally representative. The 
President shall also give due consideration to the national effort to achieve maxi- 
mum production in furtherance of the objectives of this Act. In determining 


and adjusting ceilings on prices with respect to materials and services, he shall 
give due consideration to such relevant factors as he may determine to be of gen- 
eral applicability in respect of such materials or service, including the following: 
Speculative fluctuations, general increases or decreases in cost of production, dis- 
tribution, and transportation, and general increases or decreases in profits earned 
by sellers of the material or by persons performing the service, subsequent to 
June 24, 1950. In stabilizing and adjusting wages, salaries or other compensa- 
tion, the President shall give due consideration to such relevant factors as he may 
determine to be of general applicability in respect of such wages, salaries, or other 
compensation. Any regulation or order under this title shall be such as in the 
judgment of the President will be generally fair and equitable and will effectuate 
the purposes of this title, and shall be accompanied by a statement of considera- 
tions involved in the issuance of such regulation or order. The President, in 
establishing and adjusting ceilings with respect to materials and services, and in 
stabilizing and adjusting wages, salaries, and other compensation, shall make such 
adjustments as he deems necessary to prevent or correct hardships or inequities. 

(d) (1) Regulations and orders issued under this title shall apply regardless of 
any obligation heretofore or hereafter incurred, except as provided in this subsec- 
tion; but the President shall make appropriate provision to prevent hardships 
and inequities to sellers who have bona fide contracts in effect on the date of issu- 
ance of any such regulation or order for future delivery of materials in which 
seasonal demands or normal business practices require contracts for future 
delivery. 

2) No wage, salary, or other compensation shall be stabilized at less than that 
paid during the period from May 24, 1950, to June 24, 1950, inclusive. No action 
shall be taken under authority of this title with respect to wages, salaries, or 
other compensation which is inconsistent with the provisions of the Fair Labor 
Standards Act of 1938, as amended, or the Labor Management Relations Act, 
1947, or any other law of the United States, or of any State, the District of 
Columbia, or any Territory or possession of the United States. 

(3) No ceiling shall be established or maintained for any agricultural com- 
modity below the highest of the following prices: (i) The parity price for such 
commodity, as determined by the Secretary of Agriculture in accordance with 
the Agricultural Adjustment Act of 1938, as amended, and adjusted by the 
Secretary of Agriculture for grade, location, and seasonal differentials, or (ii) the 
highest price received by producers during the period from May 24, 1950, to June 
24, 1950, inclusive, as determined by the Secretary of Agriculture and adjusted 
by the Secretary of Agriculture for grade, location, and seasonal differentials, or 
(iii) in the case of any commodity for which the market was not active during 








REPORT OF JOINT COMMITTEE ON DEFENSE PRODUCTION 365 


the period May 24 to June 24, 1950, the average price received by producers 
during the most recent representative period prior to May 24, 1950, in which 
the. market for such commodity was active as determined and adjusted by the 
Secretary of Agriculture to a level in line with the level of prices received by 
producers for agricultural commodities generally during the period May 24 to 
June 24, 1950, and adjusted by the Secretary for grade, location, and seasonal 
differentials, or (iv) in the case of fire-cured tobacco a price (as determined by 
the Secretary of Agriculture and adjusted for grade differentials) equal to 75 per 
centum of the parity price of Burley tobacco of the corresponding crop, and in 
the case of dark air-cured tobacco and Virginia sun-cured tobacco, respectively, 
a price (as determined by the Secretary of Agriculture and adjusted for grade 
differentials) equal to 6624 per centum of the parity price of Burley tobacco of 
the corresponding crop No ceilings shall be established or maintained here- 
under for any commodity processed or manufactured in whole or substantial 
part from any agricultural commodity below a price which will reflect to pro- 
ducers of such agricultural commodity a price for such agricultural commodity 
equal to the highest price therefor specified in this subsection: Provided, That 


in establishing and maintaining ceilings on products resulting from the processin: 


of agricultural commodities, including livestock, a generally fair and equitable 


margin shall be allowed for such processing: and equitable t eatment shall be ac- 
corded to all such processors.7.. Whenever a ceiling has been established under 
this title with respect to any agricultural commodity, or any commodity proc- 


essed or manufactured in whole or in substantial part therefrom, the President 
from time to time shall adjust such ceiling in order to make appropriate allow- 
ances for substantial reduction in merchantable crop vields, unusual increases in 
costs of production, and other factors which result from hazards occurring in con- 
nection with the production and marketing of such agricultural commodity; and 
in establishing the ceiling (1) for any agricultural commodity for which the 1950 
marketing season commenced prior to the enactment of this Act and for which 
different areas have different periods of marketing during such season or (2) for 
any agricultural commodity produced for the same general use as a commodity 
described in (1), the President shall give due consideration to affording equitable 
treatment to all producers of the commodity for which the ceiling is being estab- 
lished. Vo ce iling shall he established or maintained for anu agri ultural commodity 
below 90 per centum of the price received (by grade) by producers on May 19, 1951, as 
determined by the Secretary of Agriculture“8 Nothing contained in this Act shall be 
construed to modify, repeal, supersede, or affect the provisions of either (1) the 
Agricultural Act of 1949, or (2) the Agricultural Marketing Agreement Act of 1937 
as amended, or to invalidate any marketing agreement, license, or order, or any 
provision thereof or amendment thereto, heretofore or hereafter made or issued 
under the provisions of [such Act] ” the Agricultural Marketing Agreement Act of 
1937, as amended. Ceiling prices to producers for milk used for distribution as 
fluid milk in any marketing area not under a marketing agreement, license, or 
order issued under the Agricultural Marketing Agreement Act of 1937, as amended, 
shall not be less than (1) parity prices for such milk, or (2) prices which in such 
marketing areas will bear the same ratio to the average farm price of milk sold 
wholesale in the United States as the prices for such fluid milk in such marketing 
areas bore to such average farm price during the base period, as determined by 
the Secretary of Agriculture, whichever is higher: Provided, however, That when- 
ever the Secretary of Agriculture finds that the prices so fixed are not reasonable 
in view of the price of feeds, the available supplies of feeds, and other economic 
conditions which affect market supply and demand for milk and its products in 
any such marketing area, he shall fix such prices as he finds will reflect such factors, 
insure a sufficient quantity of pure and wholesome milk, and be in the public in- 
terest, which prices when so determined shall be used as the ceiling prices to 
producers for fluid milk in such marketing areas. No ceiling prices to producers 
for milk or butterfat used for manufacturing dairy products shall be issued until 
and unless the Secretary of Agriculture shall determine that such prices are reasonable 
in view of the price of feeds, the available supplies of feeds, and other economic con- 
ditions which affect the supply and demand for dairy products, and will insure a 
sufficient quantity of dairy products and be in the public interest. The prices 80 
determined shall be adjusted by him for use, grade, quality, location, and season of 
the year.”! 


7 Italicized portion added by sec. 104 (a 
* Italicized portion added by sec. 104 (b 
1% Italicized portion added by sec. 104 (« 
20 Bracketed portion deleted by sec. 104 
21 Italicized portion added by sec. 104 (d 





366 REPORT OF JOINT COMMITTEE ON DEFENSE PRODUCTION 


(4) After the enactment of this paragraph no ceiling price on any material (other 
than an agric ultural commodity) or on any service shall become effective which is below 
the lower of (A) the price prevailing just before the date of issuance of the regulation or 
order establishing such ceiling price, or (B) the price prevatling during the period 
January 25, 1951, to February 24, 1951, inclusive. Nothing ?*n this paragraph 
shall prohibit the establishment or ma*ntenance of a ceiling price with respect to 
any material (other than an agricultural commodity) or service which (1) is based 
upon the highest price between January 1, 1950, and June 24, 1950, inclusive, if such 
ceiling price reflects adjustments for increases or decreases in costs occ urring subse- 
quent to the date on which such highest price was rece*ved and prior to July 26, 1951, 
or (2) ts established under a regulation issued prior to the enactment of this paragraph. 
Upon a pplication and a proper showing of his prices and costs by any person subject 
to a cetling price, the President shall adjust such ceiling price in the manner prescribed 
in clause (1) of the preceding sentence. For the purposes of this paragraph the term 
‘costs’ includes material, indirect and direct labor, factory, selling, advertising, office, 
and all other production, distribution, transportation, and adm*nistration costs, eace pt 
such as the President may determine to be unreasonable and excessive. 

e) The authority conferred by this title shall not be exercised with respect to 
the following: ; 

i) Prices or rentals for real property; 

ii) Rates or fees charged for professional services; wages, salaries, and other 
compensation patd to physictans employed in a professional capacity by licensed 
hospitals, clinics and like medical institutions for the care of the sick ov disabled; 
wages, salaries and other compensation paid to attorneys licensed to practice law em- 
ployed in a professional capacity by an attorney or firm of attorneys engaged in the 
practice of his or their profession. 

(iii) Prices or rentals for (a) materials furnished for publication by any press 
association or feature service, or (b) books, magazines, motion pictures, periodi- 
cals, or newspapers, other than as waste or scrap; or rates charged by any person 
in the business of operating or publishing & newspaper, periodical, or magazine, 
or operating a radio broadcasting or television station, a motion-picture or other 
theater enterprise, or outdoor advertising facilities; 

(iv) Rates charged by any person in the business of selling or underwriting in- 
surance ; 

v) Rates charged by any common carriers or other publie utility: Provided, 
That no common carrier or other public utility shall at any time after the President 
shall have issued any stabilization regulations and orders under subsection (b) 
make any increase in its charges for property or services sold by it for resale to 
the public, for which application is filed after the date of issuance of such 
stabilization regulations and orders, before the Federal, State, or Municipal 
authority having jurisdiction to consider such increase, unless it first gives 30 
days’ notice to the President, or such agency as he may designate, and consents 
to the timely intervention by such agency before the Federal, State, or Municipal 
authority having jurisdiction to consider such increase; 

(vi) Margin requirements on any commodity exchange. 

(2? “4 P) ices charge sd and wage s paid for S¢ Dit es pe rfor med by barbe rs and beau- 
7cians. 

f) The President, in or by any regulation or order, may provide exemptions 
for any materials or services, or transactions therein, or types of employment, with 
respect to which he finds that (1) such exemption is necessary to promote the 
national defense; or (2) it is unnecessary that ceilings be applicable to such 
materials or services, or transactions therein, or that compensation for such types 
of employment be stabilized, in order to effectuate the purposes of this title. 

(g) The powers granted in this title shall not be used or made to operate to 
compel changes in the business practices, cost practices or methods, or means or 
aids to distribution, established in any industry, except where such action is 
affirmatively found by the President to be necessary to prevent circumvention or 
evasion of any regulation, order, or requirement under this title. 

(h) Nothing in this title shall be construed (1) as authorizing the elimination 
or any restriction of the use of trade and brand names; (2) as authorizing the 
President to require the grade labeling of any materials; (3) as authroizing the 
President to standardize any materials or services, unless the President shall deter- 
mine, with respect to such standardization, that no practicable alternative exists 
for securing effective price control with respect to such materials or services; or 

Par. (4) added by sec. 104 (e 
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(4) as authorizing any order of the President establishing price ceiling for differer 
kinds, classes, or types of material or service, which are described in terms of 
specifications or standards, unless such specifications or standards were, prior to 
such order, in general use in the trade or industry affected, or have previously 
been promulgated and their use lawfully required by another Government agency. 
(i) No rule, regulation, or order issued under this title shall require any seller 
of materials at retail to limit his sales with reference to any highest price line 
offered for sale by him at any prior time. 
Where the sale or delivery of a mate rial or service makes the person selling or 


delivering it liable for a State or local gross receipts tax or gross income tax, he may 


receive for the material or service involved, in addition to the ceiling price, 1) an amount 
equal to the amount of all Sii¢ h State and local taxes for vhich the transaction mak es 
him liable, or (2) one cent, whichever is greater. For the purposes of the preceding 
sentence, the amount of tax liah lity shall he computed on shipping units atthe ceiling 
price, and a fractional part of a cent in the amount of tax ability shall be disregarded 
unle ss it amounts to one-half cent or more,inu hich case it sha l be inere ised to one cent 

k ia No rule, equiation, order or amendment thereto shall hereafte he Ss ied 
under this title, which shall den y lo Sse llers of materiais al retail o7 Dholesale their 


customary percentage margins over costs of the materials d ering the pe od May 


1950, to June 24, 1950, or on such other nearest re presentative date determined under 
section 402 (« as shown b / their records dw ing Su h pert xl except as to an / one 
specific lem of a line of material sold by such sellers hich is in short supply as 
evidenced by spec fi government action to encourage prod ction of the item wr question. 


No such exception shall reduce such customary n argins of sellers at retail or wholesale 
he yond the amount found by the President. in writ ng, to be gene rally eq iitable and 


l 


proportionate in relation to the general reductions in the istomary margins of all 


j P } ? 
other classes of persons conce rned in the production a ta trih ition of the excepted 


item of materval. 


Prior to making any finding that a specific item of material shall be so excepted, or 
as to the amount of the eductions in customar { margins to be 1 nposed ipon retail and 
wholesale sellers of such item, the President shall consult with representatives of the 
affected retail and tholesale sellers concerning the bas fo and ti ] punt af the 
exd plion which is proposed with respect to any such fen ; 

Fo purposes oJ this section a person is a ‘‘selle of L mate li at reta O vtholesale 
to the rlent that such person pure hases and resells a? tem of materia vithout sub- 
stantia l 4 alter ng f form; or to the extent that sucl person sé s to formate con 
sumers except (1) to government and institutional consumers and (2) to consumers 
who p irchase fo COnNSUN plior Mn the COUP SE of trade or business 

Sec. 403 At such time as the President determines that it is cessarv to 


impose price and wage controls generally over a substantial portion of the national 
economy, he shall administer such controls, and rationing at the retail level of 
consumer goods for household and personal use under authority of Tit] 
Act (when and to the extent that he exercises such authority), through a new 
independent agency created for such purpose: Provided, however, That the President 
shall administer an 4 controls over the wages or salaries of employees ihiect to the 
provisions of the Railway Labor Act. as ame nded, through a separate board o par 
having jurisdt tion only over such employees Such agene ia li d 
information, and facilities of other agencies and departments of the 
but such agency shall not delegate enforcement of anv of the controls to be ad 
ministered by it under this section to any other agency or departm« 

Sec. 404. In carrying out the provisions of tl 
far as practicable, advise and consult with, and establish and utilize committees 
of, representatives of persons substantially affected by regulations or orders issued 
hereunder. 

Sec. 405. (a) It shall be unlawful, regardless of any obligation heretofore o1 
hereafter entered into, for any person to sell or deliver, or in their regular course of 
business or trade to buy or receive, any material or servi 
omit to do any act, in violation of this title or of any reg . i 
ment issued thereunder, or to offer, solicit, attempt or agree to do any of the fore- 
going. The President shall also prescribe the extent to which an paument n 





his title, the President shall, so 





either im rRONEY OF prope rt e by any pe rson in violation of an / 8Uu 


~ 


, ’ ; ; : 

or requirement shall he disregarded by the executive lepartments and other govern 
7 . ; 

mental agencies in determining the costs or expenses of any sucl person Jor the purposes 

of any other law or re guiation, 2 neluding bases in determinin } gain for tax purposes 


5 Subsec. (j) added by sec. 104 (1 
* Subsec. (k) added by sec. 104 (h). 
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(b) No employer shall pay, and no employee shall receive, any wage, salary, or 
other compensation in contravention of any regulation or order promulgated by 
the President under this title. The President shall also prescribe the extent to 
which any wage, salary, or compensation payment made in contravention of any 
such regulation or order shall be disregarded by the executive departments and 
other governmental agencies in determining the costs or expenses of any employer 
for the purposes of any other law or regulation. : ’ 

Sec. 406. Nothing in this title shall be construed to require any person to sell 
any material or service, or to perform personal services. 

Sec. 407. (a) At any time within six months after the effective date of any 
regulation or order relating to price controls under this title, or, in the case of 
new grounds arising after the effective date of any such regulation or order relating 
to price controls, within six months after such new grounds arise, any person 
subject to any provision of such regulation or order may, in accordance with 
regulations to be prescribed by the President, file a protest specifically setting 
forth objections to any such provision and affidavits or other written evidence in 
support of such objections. Statements in support of any such regulation or 
order may be received and incorporated in the transcript of the proceedings at 
such times and in accordance with such regulations as may be prescribed by the 
President. Within a reasonable time after the filing of any protest under this 
section, but in no event more than thirty days after such filing, the President shall 
either grant or deny such protest in whole or in part, notice such protest for hear- 
ing, or provide an opportunity to present further evidence in connection therewith. 
in the event that the President denies any such protest in whole or in part, he 
shall inform the protestant of the grounds upon which such decision is based, and 
of any economic data and other facts of which the President has taken official 
notice. 

(b) In the administration of this title the President may take official notice 
of economic data and other facts, including facts found by him as a result of action 
taken under section 705 of this Act. 

(c) Any proceedings under this section may be limited by the President to the 
filing of affidavits, or other written evidence, and the filing of briefs: Provided, 
however, That upon the request of the protestant, any protest filed in accordance 
with subsection (a) of this section shall, before denial in whole or in part, be con- 
sidered by a board of review consisting of one or more officers or employees of the 
United States designated by the President in accordance with regulations to be 
promulgated by him. Such regulations shall provide that the board of review may 
conduct hearings and hold sessions in the District of Columbia or any other place, 
as a board, or by subcommittees thereof, and shall provide that, upon the request 
of the protestants and upon a showing that material facts would be adduced 
thereby, subpenas shall issue to procure the evidence of persons, or the production 
of documents, or both. The President shall cause to be presented to the board 
such evidence, including economic data, in the form of affidavits or otherwise, as 
he deems appropriate in support of the provision against which the protest is 
filed. The protestant shall be accorded an opportunity to present rebuttal 
evidence in writing and oral argument before the board, and the board shall make 
written recommendations to the President. The protestant shall be informed of 
the recommendations of the board and, in the event that the President rejects 
such recommendations in whole or in part, shall be informed of the reasons for 
such rejection. 

(d) Any protest filed under this section shall be granted or denied by the 
President, or granted in part and the remainder of it denied within a reasonable 
time after it is filed. Any protestant who is aggrieved by undue delay on the part 
of the President in disposing of his protest may petition the Emergency Court 
of Appeals for relief; and such court shall have jurisdiction by appropriate order 
to require the President to dispose of such protest within such time as may be 
fixed by the court. If the President does not act finally within the time fixed by 
the court, the protest shall be deemed to be denied at the expiration of that period. 

Sec. 408. (a) Any person who is aggrieved by the denial or partial denial of 
his protest may, within thirty days after such denial, file a complaint with the 
Emergency Court of Appeals specifying his objections and praying that the 
regulation or order protested be enjoined or set aside in whole or in part. A 
copy of such complaint shall forthwith be served on the President, who shall certify 
and file with such court a transcript of such portions of the proceedings in connec- 
tion with the protest as are material under the complaint. Such transcript shall 
include a statement setting forth, so far as practicable, the economic data and 
other facts of which the President has taken official notice. Upon the filing of such 
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complaint the court shall have exclusive jurisdiction to set aside such regulation 
or order, in whole or in part, to dismiss the complaint, or to remand the proceeding: 
Provided, That the regulation or order may be modified or rescinded by the 
President at any time notwithstanding the pendency of such complaint. No 
objection to such regulation or order, and no evidence in support of any objection 
thereto, shall be considered by the court, unless such objection shall have been 
set forth by the complainant in the protest or such evidence shall be contained in 
the transcript. If application is made to the court by either party for leave to 
introduce additional evidence which was either offered to the President and not 
admitted, or which could not reasonably have been offered to the President or 
included by the President in such proceedings, and the court determines that such 
evidences should be admitted, the court shall order the evidence to be presented 
to the President. The President shall promptly receive the same, and such other 
evidence as he deems necessary or proper, and thereupon he shall certify and 
file with the court a transcript thereof and any modification made in the regulation 
or order as a result thereof; except that on request by the President, any such 
evidence shall be presented directly to the court. 

(b) No such regulation or order shall be enjoined or set aside, in whole or in 
part, unless the complainant establishes to the satisfaction of the court that the 
regulation or order is not in accordance with law, or is arbitrary or capricious. 
The effectiveness of a judgment of the court enjoining or setting aside, in whole 
or in part, any such regulation or order shall be postponed until the expiration 
of thirty days from the entry thereof, except that if a petition for a writ of cer- 
tiorari is filed with the Supreme Court under subsection (d) within such thirty 
days, the effectiveness of such judgment shall be postponed until an order of the 
Supreme Court denying such petition becomes final, or until other final disposition 
of the case by the Supreme Court. 

(ec) The Emergency Court of Appeals is hereby continued for the purpose of 
the exercise of the jurisdiction granted by this title, with the powers herein speci- 
fied, together with the powers heretofore granted by law to such court which are 
not inconsistent with the provisions of this title. The court shall have the powers 
of a district court with respect to the jurisdiction conferred on it by this title; 
except that the court shall not have power to issue any temporary restraining 
order or interlocutory decree staying or restraining, in whole or in part, the 
effectiveness of any regulation or order relating to price controls issued under 
this title. The court shall exercise its powers and prescribe rules governing its 
procedure in such manner as to expedite the determination of cases of which it 
has jurisdiction under this title. 

(d) Within thirty days after entry of a judgment or order, interlocutory or 
final, by the Emergency Court of Appeals, a petition for a writ of certiorari may 
be filed in the Supreme Court of the United States, and thereupon the judgment 
or order shall be subject to review by the Supreme Court in the same manner 
as a judgment of a United States court of appeals as provided in section 1254 of 
title 28, United States Code. The Supreme Court shall advance on the docket and 
expedite the disposition of all causes filed therein pursuant to this subsection. 
The Emergeney Court of Appeals, and the Supreme Court upon review of judg- 
ments and orders of the Emergeney Court of Appeals, shall have exclusive juris- 
diction to determine the validity of any regulation or order relating to price con- 
trols issued under this title, and of any provision of any such regulation or order. 
Iixcept as provided in this section, no court, Federal, State, or Territorial, shall 
have jurisdiction or power to consider the validity of any such regulation or order 
relating to price controls, or to stay, restrain, enjoin, or set aside, in whole or in 
part, any provision of this title authorizing the issuance of such regulations or 
orders, or any provision of any such regulation or order, or to restrain or enjoin 
the enforcement of any such provision. 

(e) (1) Within thirty days after arraignment, or such additional time as the 
court may allow for good cause shown, in any criminal proceeding, and within five 
days after judgment in any civil or criminal proceeding, brought pursuant to 
section 409 or 706 of this Act or section 371 of title 18, United States Code, in- 
volving alleged violation of any provision of any regulation or order relating to 
price controls issued under this title, the defendant may apply to the court in 
which the proceeding is pending for leave to file in the Emergency Court of Appeals 
a complaint against the President setting forth objections to the validity of any 
provision which the defendant is alleged to have violated or conspired to violate. 
The court in which the proceeding is pending shall grant such leave with respect 
to any objection which it finds is made in good faith and with respect to which it 
finds there is reasonable and substantial excuse for the defendant's failure to 
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present such objection in a protest filed in accordance with section 407 of this title. 
Upon the filing of a complaint pursuant to and within thirty days from the grant- 
ing of such leave, the Emergency Court of Appeals shall have jurisdiction to en- 
join or set aside in whole or in part the provision of the regulation or order com- 
plained of or to dismiss the complaint. The court may authorize the introduction 
of evidence, either to the President or directly to the court, in accordance with sub- 
section (a) of this section. The provisions of subsections (b) (c), and (d) of this 
section shall be applicable with respect to any proceeding instituted in accordance 
with this subsection. 

2) In any proceeding brought pursuant to section 409 or 706 of this Act or 
section 371 of title 18, United States Code, involving an alleged violation of any 
provision of any such regulation or order, the court shall stay the proceeding 

i) during the period within which a complaint may be filed in the Emer- 
geney Court of Appeals pursuant to leave granted under paragraph (1) of 
this subsection with respect to such pro\ ision: 

ii) during the pendency of anv protest properly filed by the defendant 
under section 407 of this title prior to the institution of the proceeding 
under section 409 or 706 of this Act or section 371 of title 18, United States 
Code, setting forth objections to the validitv of such provision which the 
court finds to have been made in good faith; and 

ili) during the pendency of any judicial proceeding instituted by the 
defendant under this section with respect to such protest or instituted by 
t he defendant under paragraph (1 of this subsection with respect to suc h 
provision, and until the expiration of the time allowed in this section for 
the taking of further proceedings with respect thereto. 

Notwithstanding the provisions of this paragraph, stavs shall be granted there- 
under in civil proceedings only after judgment and upon application made 
within five days after judgment Notwithstanding the provisions of this para- 
graph, in the case of a proceeding under section 409 (a) or 706 (a) of this Act the 
court granting a stay under this paragraph shall issue a temporary injunction or 
restraining order enjoining or restraining, during the period of the stay, viola 
tions by the defendant of any provision of the regulation or order involved in the 





proceeding If any provision of a regulation or order is determined to be invalid 
by judgment of the Emergeneyv Court of Appeals which has become effective in 
accoraance with section {OS b of this title aly proceeding pending in any 
court shall be dismissed, and any judgment in such proceeding vacated, to the 
extent that such proceeding or judgment is based upon violation of such provision. 
xcept as provided in this subsection, the pendency of anv protest under section 
107 of this title, or judicial proceeding under this section, shall not be grounds for 
staving anv proceeding brought pursuant to section 409 or 706 of this Act or 
seetion 371 of title LS, United States Code: nor, except as provided in this sub- 
seetion, sha] nv retroactive effeet be given to any ju gment setting aside a 
provision of a reculation or order issued under this title 

Sere 109. (a) Whenever in the judgment of the President any person has 
engaged or is about to engage in any acts or practices which constitute or will 
constitute a violation of any provision of section 405 of this title, he may make 
application to [the appropriate court] any district court of the United States or 
any ('nited State court of any Terr tory or othe place subject to the qurisdict on of 
the ! fed States * for an order enjoining such acts or practices, or for an order 
enforcing con pliance W ith sueh provision, and upon a showing by the President 


that such person has en 





aged or is about to engage in any such acts or practices 
a permanent or temporary injunction, restraining order, or other order, with or 
thout ch injunction or restraining order. shall be granted without bond 
b) Any person who willfully violates any provision of section 405 of this title 
shall be guilty of a misdemeanor and shall, upon conviction thereof, be subject 
to a fine of not more than $10,000, or to imprisonment for not more than one 
vear, or both. Whenever the President has reason to believe that any person is 
liable to punishment under this subsection, he may certify the facts to the Attorney 
General, who may, in his discretion, cause appropriate proceedings to be brought 
If any person selling any material or service violates a regulation or order 
prescribing a ceiling or ceilings, the person who buys such material or service for 
use or consumption other than in the course of trade or business may, within 
one year from the date of the occurrence of the violation, except as hereinafter 


28 Ita i portion s stituted for bracketed words bv sec. 104 
Tt ad nortior ided bv see. 104 
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provided, bring an action against the seller on account of the overcharge. In 
any action under this subsection, the seller shall be liable for reasonable attorney’s 
fees and costs as determined by the court, plus whichever of the following sums 
is greater: (1) such amount not more than three times the amount of the over- 
charge, or the overcharges, upon which the action is based as the court in its 
discretion may determine, [but in no event shall such amount exceed the amount 
of the overcharge, or the overcharges, plus $10,000, ] *° or (2) an amount not less 
than $25 nor more than $50 as the court in its discretion may determine: Provided, 
however, That such amount shall be the amount of the overcharge or overcharges 
if the defendant proves that the violation of the regulation or order in question 


was neither willfull nor the result of failure to take practicable precautions against 


the occurrence of the violation. For the purposes of this section the word “over- 
charge” shall mean the amount by which the consideration exceeds the applicable 
ceiling. If any person selling any material or service violates a regulation or 





order prescribing a ceiling or ceilings and the buyer either fails to institute a1 
action under this subsection within thirty davs from the date of the occurrence 
of the violation or is not entitled for anv reason to bring the action, the President 
may institute such action on behalf of the United States within such one-vear 


period, or compromise with the seller the liability which might be assessed against 


the seller in such an action. If such action is instituted, or such liability is con 
promised by the President, the buver shall thereafter be barred from bringing 
an action for the same violation or violations. Anv action under this subsection 


bv either the buver or the President, as the case may be, may be brought in any 
court of competent jurisdiction. A judgment in an action for damages, or a 
compromise, under this subsection shall be a bar to the recovery under this sub- 
section of anv damages in any other action against the same seller on account of 
sales made to the same purchaser prior to the institution of the action in which 
such judgment was rendered, or prior to such compromise. The President may 
not institute any action under this subsection on behalf of the United States 


} 


(1) if the violation arose because the person selling the material or service 
acted upon and in accordance with the written advice and instructions of the 
President or anv official authorized to act for hin 
2) if the violation arose out of the sale of anv material or service to ar 
ageneyv of the Government, and such sale was made pursuant to the lowest 


bid made in response to an invitation for competitive bids 





way ot fine p suant to subsec tion h of th Is section 109. or ar navument mad la 
the / nit t State s or to a h /¢ wn compromise oO satlzstaction of an aah iu Oo of 
an right of acti m, surt, or judqment, authorized Dp ant to thsectror of tha 
sectio? 109 for se na ay material or se Lice, an molation of a requiatior or ord 
providing a ceiling or cetlinas, shall he disre a de i by the exe 29% lepariments and 
other* governmental agencies in determining the costs or expenses of any A pe or 
fa the purposes of an ] other law oy requ ation. 
‘ ‘ I The ferm “‘court of compete nt? wrisdt tran’’ as sed in this section sha mean 
a { Fe leral court of « ym petent qu isdictior reqga ! of the amount } ontro 
and any State or Territo 11 co tof comnetent 7 sedertior 

SE « 110. Each contract providing for the purchase of processed chickens or 
turkevs by anv department or agenev of the United States from anv contractor, 
entered into at any time when ceiling prices are in effect under this Act for whi 
ever of such fowl is covered by such contract, shall contain the following provision 
(with such change as may be necessary to describe the fowl covered by the 


contract 
“The eontractor re 


presents that the contract price is based upon an estimated 
price pal | to the pro lucers for live chicker sor live tu 





KeVS TO be process¢ d | ere- 


under In the event and to the extent that the actual price paid to the producers 
of live chickens or live turkeys purel 
1 


less than such estimated price, the contract price shal 


iased for the performance of this contract is 





he reduced bv the same 
nimber of cents or fraction thereof, per po ind 
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SETTLEMENT OF LABOR DISPUTES 


Sec. 501. It is the intent of Congress, in order to provide for effective price and 
wage stabilization pursuant to title IV of this Act and to maintain uninterrupted 
production, that there be effective procedures for the settlement of labor disputes 
affecting national defense. 

Sec. 502. The national policy shall be to place primary reliance upon the parties 
to any labor dispute to make every effort through negotiation and collective 
bargaining and the full use of mediation and conciliation facilities to effect a 
settlement in the national interest. To this end, the President is authorized 
(1) to initiate voluntary conferences between management, labor, and such 
persons as the President may designate to represent government and the public, 
and (2) subject to the provisions of section 503, to take such action as may be 
agreed upon in any such conference and appropriate to carry out the provisions 
of this title. The President may designate such persons or agencies as he may 
deem appropriate to carry out the provisions of this title: Provided, however, That 
in any dispute between employees and carriers subject to the Railway Labor Act, as 
amended, the procedures of such Act shall be followed for the purpose of bringing 
about a settlement of such dispute. Any agency provided for by such Act, including 
any panel or panel board established by the President for the adjustment of disputes 
arising under the Railway Labor Act, as a prerequisite to effecting or recommending 
a settlement of such dispute, shall make a specific finding and certification that the 
changes proposed by such settlement or recommended settlement, are consistent with 
such standards as may then be in effect, established by or pursuant to law, for the 
purpose of controlling inflationary tendencies: Provided further, That in any non- 
disputed wage or salary adjustments proposed as a result of voluntary agreement 
through collective bargaining, mediation, or otherwise, the same finding and certifi- 
cation of consistency with existing stabilization policy shall be made by the separate 
panel, chairman thereof, or boards as established and authorized by the President. 
Where such finding and certification are made by such agency, panel, chairman thereof, 
or boards, they shall after approval by the Economic Stabilization Administrator be 
conclusive and it shall then be lawful for the employees and carriers, by agreement, 
to put into effect the changes proposed by the settlement, recommended settlement, or 
voluntary proposal with respect to which such findings and certification were made.3* 

Sec. 5038. In any such conference, due regard shall be given to terms and con- 
ditions of employment established by prevailing collective bargaining practice 
which will be fair to labor and management alike, and will be consistent with 
stabilization policies established under this Act. No action inconsistent with the 
provisions of the Fair Labor Standards Act of 1938, as amended, other Federal 
labor standards statutes, the Labor Management Relations Act, 1947, the Railway 
Labor Act, as amended,® or with other applicable laws shall be taken under this 
title. 


TITLE VI—CONTROL OF CONSUMER AND REAL ESTATE CREDIT 


Sec. 601, Standards. 

Sec. 602 (a). Real estate construction credit. 

Sec. 602 (b). Records and reports 

Sec. 602 (c). Registration. 

Sec. 602 (d). Definitions 

Sec. 608. Penalties 

Sec. 604. Securities Exchange Act of 1934. 

Sec. 605. Modification of real estate credit conditions; veterans’ preferences. 


rHIS TITLE AUTHORIZES THE REGULATION OF CONSUMER CREDIT AND REAL ESTATE 
CONSTRUCTION CREDIT ONLY 


Sec. 601. To assist in carrying out the objectives of this Act, the Board of 
Governors of the Federal Reserve System is authorized, notwithstanding the 
provisions of Public Law 386, Eightieth Congress (61 Stat. 921), to exercise 
consumer credit controls in accordance with and to carry out the provisions of 
Executive Order Numbered 8843 (August 9, 1941) until such time as the President 
determines that the exercise of such controls is no longer necessary, but in no 
event beyond the date on which this section terminates. 

In the exercise of its authority under this section, the Board shall not (1) require 
a down payment of more than one-third or fir a maximum maturity of less than 
eighteen months in connection with installment credit extended for the purchase of a 


32 Italicized portion added by sec. 105 (b 
33 Italicized portion added by sec. 105 (c 
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new or used automobile, or (2) require a down payment of more than 15 per centum 
or fiz a maximum maturity of less than eighteen months in connection with installment 
credit extended for the purchase of any household appliance (including phonographs 
and radios and television sets), or (3) require a down payment of more than 15 per 
centum or fix a maximum maturity of less than eighteen months in connecticn with 
installment credit extended for the purchase of household furniture and floor coverings 
(the down payments required by the Beard in the exercise of its authority under 
paragraphs (1), (2), and (3) may be made in cash, or by trade-in or exchange of 
property, or by a combination of cash and trade-in or exchange of property), or (4) 
require a down payment cf more than 10 per centum or fix a marimum maturity 
of less than thirty-six months in connection with installment credit extended for resi- 
dential repairs, alterations, or improvements or require any down payment on roofing 
or siding repairs, alterations or improvements in advance of completion thereof. 

Sec. 602. (a) To assist in carrying out the purposes of this Act, the President 
is authorized from time to time to prescribe regulations with respect to such 
kind or kinds of real estate construction credit which thereafter may be extended 
as, in his judgment, it is necessary, tO regulate in order to prevent or reduce 
excessive or untimely use of or fluctuations in such credit. Such regulations 
may, among other things, prescribe maximum loan or credit values, minimum 
down payments in cash or property, trade-in or exchange values, maximum 
maturities, maximum amounts of credit, rules regarding the amount, form, and 
time of various payments, rules against any credit in specified circumstances, 
rules regarding consolidations, renewals, revisions, transfers, or assignments of 
credit, and rules regarding other similar or related matters. Such regulations 
may classify persons and transactions and may apply different requirements 
thereto, and may include such administrative provisions as in the judgment of 
the President are reasonably necessary in order to effectuate the purposes of this 
section or to prevent evasion thereof. 

In prescribing and suspending such regulations, including changes from time 
to time to take account of changing conditions, the President shall consider, 
among other factors, (1) the level and trend of real estate construction credit 
and the various kinds thereof, (2) the effect of the use of such credit upon (i) 
purchasing power, and (ii) demand for real property and improvements thereon 
and for other goods and services, (3) the need in the national economy for the 
maintenance of sound credit conditions, and (4) the needs for increased defense 
production. 

(b) No person shall extend or maintain any real estate construction credit, or 
renew, revise, consolidate, refinance, purchase, sell, discount, or lend or borrow 
on, any obligation arising out of any such credit, or arrange for any of the fore- 
going, in contravention of any regulation prescribed by the President pursuant 
to this section. Any person who extends or maintains any such credit, or re- 
news, revises, consolidates, refinances, purchases, sells, discounts, or lends or 
borrows on, any obligation arising out of any such credit, or arranges for any of 
the foregoing, shall make, keep, and preserve for such periods, such account, 
correspondence, memoranda, papers, books, and other records, and make such 
reports, under oath or otherwise, as the President may by regulation require as 
necessary or appropriate in order to effectuate the purposes of this section; and 
such accounts, correspondence, memoranda, papers, books, and other records 
shall be subject at any time to such reasonable periodic, special, or other ex- 
aminations by examiners or other representatives of the President as the Presi- 
dent may deem necessary or appropriate. The requirements of this section 
apply whether a person is acting as principal, agent, broker, vendor, or otherwise. 

(c) To assist in carrving out the purposes of this section, the President bv 
regulation may require transactions or persons or classes thereof subject to this 
section to be registered; and, after notice and opportunity for hearing, the 
President by order may suspend any such registration for violation of this section 
or anv regulation prescribed by the President pursuant to this section. The 
provisions of section 25 of the Securities Exchange Act of 1934, as amended, 
shall apply in the case of any such order of the President in the same manner 
that such provisions apply in the case of orders of the Securities and Exchange 
Commission under that Act. In carrying out this section, the President may 
act through and may utilize the services of the Board of Governors of the Federal 
Reserve System, the Federal Reserve banks, and any other agencies, Federal or 
State, which are available and appropriate. 


4 Italicized portion added by sec. 106 (a). 
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(d) For the purposes of this section, unless the context otherwise requires, 
the following terms shall have the following meanings, but the President may 
in his regulations further define such terms and, in addition, may define technical, 
trade, accounting, and other terms, insofar as any such definitions are not incon- 
sistent with the provisions of this section: 

(1) ‘Real estate construction credit’? means any credit which (i) is wholly or 
partly secured by, (ii) is for the purpose of purchasing or carrying, (iii) is for 
the purpose of financing, or (iv) involves a right to acquire or use, new construc- 
tion on real property or real property on which there is new construction, As 
used in this paragraph the term ‘‘new construction’’ means any structure, or 
any major addition or major improvement to a structure, which has not been 
begun before 12 o’clock meridian, August 3, 1950. As used in this paragraph 
the term “real property’? includes leasehold and other interests therein. Not- 
withstanding the foregoing provisions of this paragraph, the term ‘‘real estate 
construction credit’”’ shall not include any loan or loans made, insured, or guaran- 
teed by any department, independent establishment, or agency in the executive 
branch of the United States, or by any wholly owned Government corporation, 
or by any mixed-ownership Government corporation as defined in the Government 
Corporation Control Act, as amended. 

2) “Credit”? means any loan, mortgage, deed of trust, advance, or discount; 
any conditional sale contract; any contract to sell or sale or contract of sale, of 
property or services, either for present or future delivery, under which part or all 
of the price is pavable subsequent to the making of such sale or contract; any 
rental-purchase contract, or any contract for the bailment, leasing, or other use of 
property under which the bailee, lessee, or user has the option of becoming the 
owner thereof, obligates himself to pay as compensation a sum substantially 
equivalent to or in excess of the value thereof, or has the right to have all or part 
of the payments required by such contract applied to the purchase price of such 
property or similar property; any option, demand, lien, pledge, or similar claim 
rainst, or for the delivery of property or money; any purchase, discount, or other 
juisition of, or any credit under the security of, any obligation or claim arising 
out of any of the foregoing: and any transaction or series of transactions having 
A similar purpose or effect. 





Sec. 603. Any person who willfully violates any provisions of sections 601, 602, 
or S05 or any regulation or order issued thereunder, upon conviction thereof, 
hall be fined not more than $5,000 or imprisoned not more than one vear, or both 


Sec. 604. All the present provisions of sections 21 and 27 of the Securities 
Exchange Act of 1934, as amended (relating to investigations, injunctions, juris- 
dictions, and other matters), shall be as fully applicable with respect to the exer- 


se bv the Board of Governors of the Federal] Reserve System of credit controls 
inder section 601 as they are now applicable with respect to the exercise by the 
Securit and Exchange Commission of its functions under that Act, and the 


Roard shall have the same powers in the exercise of such credit controls as the 
Commission now has under the said sections 21 and 27. 

Sec. 605. To assist in carrying qut the objectives of this Act the President may 
at any time or times, notwithstanding any other provision of law, reduce, for such 
period as he shall specify, the maximum authorized principal amounts, ratios of 
loan to value or cost, or maximum maturities of any type or types of loans on real 
estate which thereafter may be made, insured, or guaranteed by any department, 
independent establishment, or agency in the executive branch of the United States 
Government, or by any wholly owned Government corporation or by any mixed- 
ownership Government corporation as defined in the Government Corporation 
Control Act, as amended, or reduce or suspend any such authorized loan program, 
upon a determination, after taking into consideration the effect thereof upon con- 
ditions in the building industry and upon the national economy and the needs for 
increased defense production, that such action is necessary in the publie interest: 
Provided, That in the exercise of there powers, the President shall preserve the 


relative credit preferences accorded to veterans under existing law. Subject to the 
provision of this section with respect to preserving the relative credit preferences accorded 
to veterans under existing law, the President may require lenders or borrowers and 
their successors and assigns to comply with reasonable conditions and requirements, in 


addition to those provided by other laws, in connection with any loan of a type which 
has been the subject of action by the President'under this section. Such conditions and 
requirements may vary for classifications of persons or transactions as the President 
may pres we, and failure to comply therewith shall constitute a violation of this 


section 
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TITLE VII—GENERAL PROVISIONS 


Sec. 701 (a). Encouragement of small-business ente rprise 


Sec. 701 (b). Programs and policy 

















Sec. 701 (c). Fair distribution of materials; new businesss 

Sec. 702. Definitions 

Sec. 702 (a). ‘‘Person.” 

Sec. 702 (b). ‘‘Materials.”’ 

Sec. 702 (¢ **Facilities.”’ 

Sec. 702 (d). ‘‘National Defense 

sec. 702 ( ‘Wages, salaries, and other compensation.”’ 

Sec. 703 (a). Delegatior new agen 

Sec. 703 (b). Heads of agencies; policy representatives from the stat 
Sec, 704. Issuance of regulations, orders, et¢ 

Sec. 705 (a Inspection okKs and reeords subpoenas contempt 
Sec. 705 (b). Self-inerim tunity from prosecution 
Sec. 705 (ec). Production of books and records; witnesses and fees 
See. 705 (d). Penaltic 

Sec. 705 (e). Confidential information 

Sec. 706 (a njunctions and restraining orders; bonds 

Sec. 706 (b). District cour I ¢ of proce Attorney Ge 
Sec. 707. Action under provision subsequently declared invalid 
dec. 708 (a). Voluntary agreement 

Sec. 708 (b). Antitrust provi 

Se TOR (e Request of a voluntary agre¢ 

Se 708 (d). Withdrawal « 

Sec. 708 (¢ Attorney General's survey 

Sec. 709. Statements of consideration 

See. 710 (a Appointments in grades 16, 17, 18 

Sec. 710 (b). Consultants without pay 

Sec. 710 (¢ Consultants with pay. _ 

Se 710 (d Use of existing federal, state nd loeal agen¢ 

See. 710 ( Use of information for speculation. 

See. 710 (f Reports by the President 

me 





*. 711. Appropriations 


* 712 1 Joint 








, 712 (b). Functions 

Sec. 712 (c). Hearings; power to subpoena 

Sec. 712 (dy. Appointment of expert 

Sec. 712 (e). Expenses 

Sec. 7 Applicability of Act 

Sec. 714 (a) (1). Small Defense Plants Administration 
Sec, 7 1) (2 Authority to obtain fund 

Se ( 


Che Administrat 
(a) (4). Power to employ; u nformation 
(a) (5). Deposits 
(b) (1 Powers 
b) (2). Procurement contract 


(c) (1). Fraudulent procurement of loans, ete 


ENE STs ss sa sists 


1). Adjustments for small businesse 


me (c 2 Malfeasance 
Se (d) (1). Funetions of Administratior 
See 
Sec (¢ Powers of Administration 
See. (f) (1). Certification of small-business concerns 
See ’). Fair distribution of contract 
See Fair allocations by law 
See 4 Allocations disrupting normal markets 
See Reports to Congr 
c 
e 


FC loans 





3 
4 
4 
4 
{ 
1 
' 
1 
1 
1 
1 
4 (d) (2). Same 
| 
' 
t 
4 
4 
4 
4 
4 
' 
+ 
1 
4 


7 RK 

Sec. 7 Tr fer of funetions to Administration 
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Sec. 7 n Appropriations 
Sec. 7 Saving clause 
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Sec. 717 (a). Exniration date 
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ce). Continuation of obligations 


~1 


Sec. 701. (a) It is the sense of the Congress that small-business enterprises 
be encouraged to make the greatest possible contribution toward achieving the 
objectives of this Act 

(b) In order to carry out this policy 

i) the President shall provide small-business enterprises with full infor- 
mation concerning the provisions of this Act relating to, or of benefit to, such 
enterprises and concerning the activities of the various departments and 
agencies under this Act; 

(ii) such business advisory committees shall be appointed as shall be 
appropriate for purposes of consultation in the formulation of rules, regula- 
tions, or orders, or amendments thereto issued under authority of this Act, 
and in their formation there shall be fair representation for independent small, 
for medium, and for large business enterprises, for different geographical 
areas, for trade association members and fNonmembers, and for different 
segments of the industry; 
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(iii) in administering this Act, such exemptions shall be provided for small- 
business enterprises as may be feasible without impeding the accomplishment 
of the objectives of this Act; and 

(iv) in administering this Act, special provision shall be made for the 
expeditious handling of all requests, applications, or appeals from small- 
business enterprises. 

(c) Whenever the President invokes the powers given him in this Act to allocate, 
or approve agreements allocating, any material, to an extent which the President 
finds will result in a significant dislocation of the normal distribution in the civilian 
market, he shall do so in such a manner as to make available, so far as practicable, 
for business and various segments thereof in the normal channel of distribution of 
such material, a fair share of the available civilian supply based, so far as prac- 
ticable, on the share received by such business under normal conditions during a 
representative period preceding June 24, 1950 [land having due regard to the 
needs of new businesses] and having due regard to the current competitive position 
of estiblished business: Provided, That the limitations and restrictions imposed on 
the production of specific items shall not exclude new concerns from a fair and reason- 
able share of total authorized production. 

Sec. 702. As used in this Aet—(a) The word “person” includes an individual, 
corporation, partnership, association, or any other organized group of persons, 
or legal successor or representative of the foregoing, and includes the United States 
or any agency thereof, or any other government, or any of its political subdivisions, 
or any agency of any of the foregoing: Provided, That no punishment provided by 
this Act shall apply to the United States, or to any such government, political 
subdivision, or government agency. 

b) The word ‘‘materials’’ shall include raw materials, articles, Commodities, 

supplies, components, technical information, and processes. 

ec) The word ‘facilities’? shall not include farms, churches or other places 
of worship, or private dwelling houses. 

d) The term ‘national defense’? means the operations and activities of the 
armed forces, the Atomic Energy Commission, or any other Government depart- 
ment or agency directly or indirectly and substantially concerned with the national 
defense, or operations or activities in connection with the Mutual Defense Assist- 
ance Act of 1949, as amended. 

e) The words ‘‘wages, salaries, and other compensation” shall include all 
forms of remuneration to employees by their employers for personal services, 
including, but not limited to, vacation and holiday payments, night shift and 
other bonuses, incentive payments, year-end bonuses, employer contributions to 
or payments of insurance or welfare benefits, employer contributions to a pension 
fund or annuity, payments in kind, and premium overtime payments. 

Sec. 708. (a) Except as otherwise specifically provided, the President may 
delegate any power or authority conferred upon him by this Act to any officer 
or agency of the Government, including any new agency or agencies (and the 
President is hereby authorized to create such new agencies, other than corporate 
agencies, as he deems necessary), and he mav authorize such redelegations by 
that officer or agency as the President may deem appropriate. [The President is 
authorized to appoint heads and assistant heads of any such new agencies, and 
other officials therein of comparable status, and to fix their compensation, with- 
out regard to the Classification Act of 1949, as amended, at rates comparable to 
the compensation paid to the heads and assistant heads of independent agencies 
of the Government.] = The President is authorized to appoint heads and assistant 
heads cf any such new agencies, and other officials therein of comparable status, and 
to fiz their compensation, without regard to the Classification Act of 1949, as amended, 
the head of one such agency to be paid at a rate comparable to the compensaiion paid 
to the heads of executive depariments of the Government, and other such heads, assistant 
heads, and officials at rates comparable to the compensation paid to the heads and 
assistant heads of independent agencies of the Government.*8 Any officer or agency 
may employ civilian personnel for duty in the United States, including the Dis- 
trict of Columbia, or elsewhere, without regard to section 14 of the Federal 
Employees Pay Act of 1946 (60 Stat. 219), as the President deems necessary to 
carry out the provisions of this Act. 

(b) The head and assistant heads of any independent agency created to adminis- 
ter the authority conferred by title IV of this Act shall be appointed by the 
President, by and with the advice and consent of the Senate. There shall he 


37 Italicized portion substituted for bracketed portion by sec. 108. 
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included among the policy-making officers of each regionat office administering the 
authority conferred by title IV of uhis Act a resident of each State served by such office 
whose governor requesls such re preseniation.*® 

Sec. 704. The President may make such rules, regulations, and orders as he 
deems necessary or appropriate to carry out the provisions of this Aet. Any regu- 
lation or order under this Act may be established in such form and manner, may 
contain such classifications and differentiations (and may provide for such adiust- 
ments and reasonable exceptions as in the judgment of the President are necessary 
or proper to effectuate the purposes of this Act, or to prevent circumvention or 
evasion, or to facilitate enforcement of this Aet, or any rule, regulation, or order 
issued under this Act. No rule, requlat ion, or order issued under this Act whic} 
restricts the use of natural qas either directly, or by restricting the use of facilities fo 
the consumption cf natural gas, or in any other manner) shall apply in any State ir 
which a public regulatory agency has authority to restrict the use of natural gas and 
certifies to the President that it is exercising that authority to the exlent necessary to 
accomplish the objectives of this Act.* 

Sec. 705. (a) The President shall be entitled, while this Act is in effect and for a 
period of two years thereafter, by regulation, subpena, or otherwise, to obtain 
such information from, require such reports and the keeping of such records by 
make such inspection of the books, records, and other writings, premises or prop- 
erty of, and take the sworn testimony of, and administer oaths and affirmations to 4 
any person as may be necessary or appropriate, in his diseretion, to the enforeement 
or the administration of this Act and the regulations or orders issued there 
The President shall issue regulations insuring that the authority of this subsection 
will be utilized only after the seope and purpose of the investigation, inspection, 
or inquiry to be made have been defined by competent authority, and it is assured 
that no adequate and authoritative data are available from any Federal or other 
responsible agency. In case of contumacy by, or refusal to obey a subpena served 
upon, any person referred to in this subsection, the distriet court of the United 
States for any district in,which such person is found or resides or transacts business 
upon application by the President, shall have jurisdiction to issue an order requir- 
ing such person to appear and give testimony or to appear and produce documents 
or both; and any failure to obey such order of the court may be punished by such 
court as a contempt thereof. 

(b) No person shall be excused from complying with anv requirement under 
this section or from attending and testifying or from producing books, papers, 
documents, and other evidence in obedience to a subpena before any grand jury 
or in any court or administrative proceeding based upon or growing out of any 
alleged violation of this Act on the ground that the testimony or evidence, docu- 
mentary or otherwise, required of him may tend to incriminate him or subject 
him to penalty or forfeiture; but no natural person shall be prosecuted or subjected 
to any penalty or forfeiture in any court, for or on account of any transaction, 
matter, or thing concerning which he is so compelled, after having claimed his 
privilege against self-incrimination, to testify or produce evidence, documentary 
or otherwise, except that such natural person so testifying shall not be exempt 
from prosecution and punishment for perjury committed in so testifving: Pro- 
vided, That the immunity granted herein from prosecution and punishment and 
from any penalty or forfeiture shall not be construed to vest in any individual any 
right to priorities assistance, to the allocation of materials, or to any other benefit 
which is within the power of the President to grant under any provision of this Act. 

(c) The production of a person’s books, records, or other documentary evidence 
shall not be required at any place other than the place where such person usually 
keeps them, if, prior to the return date specified in the regulations, subpena, or 
other document issued with respect thereto, such person furnishes the President 
with a true copy of such books, records, or other documentary evidence (certified 
by such person under oath to be a true and correct copy) or enters into a stipula- 
tion with the President as to the information contained in such books, records, 
or other documentary evidence. Witnesses shall be paid the same fees and mileage 
that are paid witnesses in the courts of the United States. 

(d) Any person who willfully performs any act prohibited or willfully fails to 
perform any act required by the above provisions of this section, or any rule, 
regulation, or order thereunder, shall upon conviction be fined not more than 
$1,000 or imprisoned for not more than one year or both. 





under. 
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(e) Information obtained under this section which the President deems con- 
fidential or with reference to which a request for confidential treatment is made 
by the person furnishing such information shall not be published or disclosed 
unless the President determines that the withholding thereof is contrary to the 
interest of the national defense, and any person willfully violating this provision 
shall, upon conviction, be fined not more than $10,000, or imprisoned for not 
more than one year, or both. 

Sec. 706. (a) Whenever in the judgment of the President any person has 
engaged or is about to engage in any acts or practices which constitute or will 
constitute a violation of any provision of this Act, he may make application to the 
appropriate court for an order enjoining such acts or practices, or for an order 
enforcing compliance with such provision, and upon a showing by the President 
that such person has engaged or is about to engage in any such acts or practices a 
permanent or temporary injunction, restraining order, or other order, with or 
vithout such injunction or restraining order,” shall be granted without bond. 

(b) The district courts of the United States and the United States courts of 
any Territory or other place subject to the jurisdiction of the United States shall 
have jurisdiction of violations of this Act or any rule, regulation, order, or subpena 
thereunder, and of all civil actions under this Act to enforce any liability or duty 
created by, or to enjoin any violation of, this Act or any rule, regulation, order, 
or subpena thereunder. Any criminal proceeding on account or any such violation 
may be brought in any district in which any act, failure to act, or transaction 
constituting the violation occurred. Any such civil action mav be brought in 
any such district or in the district in which the defendant resides or transacts 
business. Process in such cases, criminal or civil, may be served in any district 
wherein the defendant resides or transacts business or wherever the defendant 
may be found; the subpena for witnesses who are required to attend a court in any 
district in such case may run into any other district. The termination of the 
authority granted in any title or section of this Act, or of any rule, regulation, or 
order issued thereunder, shall not operate to defeat any suit, action, or prosecu- 
tion, whether theretofore or thereafter commenced, with respect to any right, 
liability, or offense incurred or committed prior to the termination date of such 
title or of such rule, regulation, or order. No costs shall be assessed against the 
United States in any proceeding under this Act. All litigation arising under this 
Act or the regulations promulgated thereunder shall be under the supervision 
and control of the Attorney General. 

Sec. 707. No person shall be held liable for damages or penalties for any act 
or failure to act resulting directly or indirectly from his compliance with a rule, 
regulation, or order issued pursuant to this Act, notwithstanding that any such 
rule, regulation, or order shall thereafter be declared by judicial or other com- 
petent authority to be invalid. No person shail discriminate against orders or 
contracts to which priority is assigned or for which materials or facilities are 
allocated under title I of this Act or under any rule, regulation, or order issued 
thereunder, by charging higher prices or by imposing different terms and condi- 
tions for such orders or contracts than for other generally comparable orders or 
contracts, or in any other manner. 

Sec. 708. (a) The President is authorized to consult with representatives of 
industry, business, financing, agriculture, labor, and other interests, with a view 
to encouraging the making by such persons with the approval by the President 
of voluntary agreements and programs to further objectives of this Act. 

(b) No act or omission to act pursuant to this Act which occurs while this 
Act is in effect, if requested by the President pursuant to a voluntary agreement 
or program approved under subsection (a) and found by the President to be in 
the publie interest as contributing to the national defense shall be construed to 
be within the prohibitions of the antitrust laws or the Federal Trade Commission 
Act of the United States. A copy of each such request intended to be within 
the coverage of this section, and any modification or withdrawal thereof, shall 
be furnished to the Attorney General and the Chairman of the Federal Trade 
Commission when made, and it shall be published in the Federal Register unless 
publication thereof would, in the opinion of the President, endanger the national 
security. 

(c) The authority granted in subsection (b) shall be delegated only (1) to 
officials who shall for the purpose of such delegation be required to be appointed 
by the President by and with the advice and consent of the Senate, unless other- 
wise required to be so appointed, and (2) upon the condition that such officials 
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consult with the Attorney General and with the Chairman of the Federal Trade 
Commission not less than ten days before making any request or finding there- 
under, and (3) upon the condition that such officials obtain the approval of the 
Attorney General to any request thereunder before making the request. For 
the purpose of carrying out the objectives of title I of this Act, the authority 
granted in subsection (b) of this section shall not be delegated except to a single 
official of the Government. 

d) Upon withdrawal of any request or finding made hereunder the provisions 
of this section shail not apply to any subsequent act or omission to act by reasot 
of such finding or request 


S The Attorney (Ge eral is directed to make or request the ov lera ‘I rade 





Commission to make ior him, surveys for the purpose of dete rmining any factors 
which may tend to eliminate competition, create or strengthen monopolies, 
jure small business, or otherwise promote undue concentration of economic power 
in the course of the administration of this Act. The Attorney General sha! i 
mit to the Congress and the Pre ident within ninety davs after the a pre al of 
this Act, and at such times thereafter as he deems desirable, reports setti fort! 
the results of such surveys and ineluding such reeommendatio is he may deem 





desirabl 








( 

SE 709 The functions exere sed under this Act shall be exe uded from the 
operation of the Administrative Procedure Act (60 Stat. 237) excey i o the 
requirepents.of section 38 thereof. Any rule, regulation, ent 
thereto, issued under authority of this Act shall be aeccon el 
that in the formulation thereof there has been consultati re 
sentatives, including trade associatior representatives on 
has been given to their recommendations, or that special circumstances have 


rendered such consultation impracticable or contrary tothe interest of the national 
defense, but no such rule, regulation, or order shall be invalid by reason of any 
subsequent finding by judicial or other authority that such a statement is in- 
accurate. 

Sec. 710. (a) The President, to the extent he deems it necessary and appro- 
priate in order to carry out the provisions of this Act, is authorized to place posi- 
tions and employ persons temporarily in grades 16, 17, and 18 of the General 
Schedule established by the Classification Act of 1949, and such positions shall 
be a idit‘onal to the number authorized bv section 505 of that Act 

(b) The President is further authorized, to the extent he deems it necessary 
and appropriate in order to carry out the provisions of this Aet, and subject to 
such regulations as he may issue, to employ persons of outstanding experience 
and abilitv without compensation; and he is authorized to provide bv reculation 
for the exemption of such persons from the operation of sections 281, 283, 284, 
434, and 1914 of title 18 of the United States Code and section 190 of the Revised 
Statutes (5 U. 8S. C. 99). Persons appointed under the authority of this sub- 
secticn mav be allowed transportation and not to exceed St5 per diem in lieu 
of subsistence while away from their homes or regular places of business: pursuant 
to such annointment. 

c) The President is authorized, to the extent he deems it necessary and appro- 
priate in order to carry out the provisions of this Act to employ experts and con- 
sultants or organizations thereof, as authorized by section 55a of title 5 of the 
United States Code. Individuals so emploved may be compensated at rates not 
in excess of $50 per diem and while away from their homes or regular places of 
business they may be allowed transportation and not to exceed $15 per diem in 
lieu of subsistence and other expenses while so employed. The President is 
authorized to provide by regulation for the exemption of such persons from the 
operation of sections 281, 283, 284, 434, and 1914 of title 18 of the United States 
Code and section 190 of the Revised Statutes (5 U. S. C. 99). 

(d) The President may utilize the services of Federal, State, and local agencies 
and may utilize and establish such regional, local, or other agencies, and utilize 
such voluntary and uncompensated services, as may from time to time be needed: 
and he is authorized to provide by regulation for the exemption of persons whose 
services are utilized under this subsection from the operation of sections 281, 
983. 284, 434, and 1914 of title 18 of the United States Code and section 190 of 
the Revised Statutes (5 U. 8S. C. 99). 

(e) Whoever, being an officer or emplovee of the United States or any depart- 
ment or agency thereof (including anv Member of the Senate or House of Renre- 
sentatives), receives, by virtue of his office or employment, confidential infor- 
mation, and (1) uses such information in speculating directly or indirectly on 


any commodity exchange, or (2) discloses such information for the purpose of 
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aiding any other person so to speculate, shall be fined not more than $10,000 or 
imprisoned not more than one vear, or both. As used in this section, the term 
‘speculate’ shall not include a legitimate hedging transaction, or a purchase or 
sale which is accompanied by actual delivery of the commodity. 

(f) * The President, when he deems such action necessary, may make provision 
for the printing and distribution of reports, in such number and in such manner as 
he deems appropriate, concerning the actions taken to carry out the objectives of this 
Act. 

Sec. 711. There are hereby authorized to be appropriated such sums as may 
be necessary and appropriate for the carrying out of the provisions and purposes 
of this Act by the President and such agencies as he may designate or create. 
Funds made available for the purposes of this Act may be allocated or transferred 
for any of the purposes of this Act, with the approval of the Bureau of the Budget, 
to any agency designated to assist in carrying out this Act. Funds so allocated or 
transferred shall remain available for such period as may be specified in the Act 
making such funds available. 

Sec. 712. (a) There is hereby established a joint congressional committee to 
be known as the Joint Committee on Defense Production (hereinafter referred 
to as the committee), to be composed of ten members as follows: 

(1) Five members who are members of the Committee on Banking and 
Currency of the Senate, three from the majority and two from the minority 
party, to be appointed by the chairman of the committee; and 

(2) Five members who are members of the Committee on Banking and 
Currency of the House of Representatives, three from the majority and two 
from the minority party, to be appointed by the chairman of the committee. 

A vacancy in the membership of the committee shall be filled in the same manner 
as the original selection. The committee shall elect a chairman and a vice chair- 
man from among its members, one of whom shall be a member of the Senate and 
the other a member of the House of Representatives. 

(b) It shall be the function of the committee to make a continuous study of 
the programs authorized by this Act, and to review the progress achieved in the 
execution and administration of such programs. Upon request, the committee 
shall aid the standing committees of the Congress having legislative jurisdiction 
over any part of the programs authorized by this Act; and it shall make a report 
to the Senate and the House of Representatives, from time to time, concerning 
the results of its studies, together with such recommendations as it may deem 
desirable. Any department, official, or agency administering any of such pro- 
grams shall, at the request of the committee, consult with the committee, from 
time to time, with respect to their activities under this Act. 

(c) The committee, or any duly authorized subcommittee thereof, is authorized 
to hold such hearings, to sit and act at such times and places, to require by subpena 
(to be issued under the signature of the chairman or vice chairman of the com- 
mittee) or otherwise the attendance of such witnesses and the production of such 
books, papers, and documents, to administer such oaths, to take such testimony, 
to procure such printing and binding, and to make such expenditures as it deems 
advisable. The cost of stenographie services to report such hearings shall not 
be in excess of 25 cents per hundred words. The provisions of sections 102 to 
104, inclusive, of the Revised Statutes shall apply in case of any failure of any 
witness to comply with any subpena or to testify when summoned under author- 
ity of this subsection. 

(d) The committee is authorized to appoint and, without regard to the Classi- 
fication Act of 1949, as amended, fix the compensation of such experts, consultants, 
technicians, and organizations thereof, and clerical and stenographic assistants as 
it deems necessary and advisable. 

(e) The expenses of the committee under this section, which shall not exceed 
$50,000 in any fiscal year, shall be paid one-half from the contingent fund of the 
Senate and one-half from the contingent fund of the House of Representatives 
upon vouchers signed by the chairman or vice chairman. Disbursements to pay 
such expenses shall be made by the Clerk of the House of Representatives out of 
the contingent fund of the House of Representatives, such contingent fund to be 
reimbursed from the contingent fund of the Senate in the amount of one-half of 
disbursements so made without regard to any other provision of law. 

Sec. 713. The provisions of this Act shall be applicable to the United States, 
its Territories and possessions, and the District of Columbia. 

Sec. 714.44 (a) (1) It is the sense of the Congress that small-business voncerns be 
encouraged to make the greatest possible contribution toward achieving the objectives 


48 Subsec. (f) added by sec. 109 (f). 
4 Sec. 714 added by sec. 110 (a 
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of this Act. In order to carry out this policy there is hereby created an agency under 
the name ‘Small Defense Plants Administration’’ (hereinafter referred to as the Ad- 
ministration), which Administration shall be under the general direction and super- 
vision of the President and shall not be affiliated with or be within any other agency or 
department of the Federal Government. The principal office of the Administration 
shall be located in the District of Columbia, but the Ac iministration may establish such 
branch offices in other places in the United States as may be determined by the Adminis- 
trator of the Administration. For the purposes of this section, a small-business con- 
cern shall be deemed to be one which is independently owned and operated and which 
is not dominant in its field of operation. The Administration, in making a detailed 
definition, may use these criteria, among others: independency of ownership and oper- 
ation, number of employees, dol lar volume of business, and Pome ye in its field. 

2) The Administration is authorized to chtain money from the Treasury of the 
United State 8, for use in the pe rformance of the powers and fey s granted to or imposed 
upon it by law, not to exceed a total of $50,000,000 outstanding at any one time. For 
this purpose appropriations not to ‘exceed $50,000,000 are hereby authorized to be 
made to a revolving fund in the Treasury. Advances shall be made to the Administra- 
tion from the revolving fund when requested by the Administration. This revolving 
fund shall be used for the purposes enumerated subsequently in subsection (b (B), 
(C), and (D). Reimbursements made to the Administration under these ope ae 
shall revert to the revo pre fund for use for the same purposes. 

(3) The ma nagement of the Administ ration shall be vested in an Administrator 
who shall be appointed by the President, by and with the advice and consent of the 
Senate, and who shall be a person of outstanding qualifications known to be familiar 
and sympathetic with sma l-business needs and problems. The Administrator shall 
receive compensation at the rate of $17,500 per annum. The Administrator shall not 
engage in any other business, vocation, or employment than that of serving as Admin- 
istrator. The Administrator is authorized to appoint two Deputy Administrators 
to assist in the execution of the functions vested in the Administration. Deputy Ad- 
ministrators shall be paid at the rate of $15,000 per annum. 

(4) The Administration shall not have succession, beyond June 30, 1952, except 


for purposes of liquidation, unless itis life is extended beyond such date pursuant to an 


Act of Congress. It shall have power te adopt, alter, and use a seal, which shall be 


judicially noticed; to select and employ such officers, employees, attorneys, and agents 


as shall be necessary for the transaction cf busine ss «f the Administration; to define 


their authority and duties, require bonds of them, and fix the penalties thereof. The 
Administration, with the consent of any board, commission, independent establish- 
ment, or executive department of the Government, may avail itself of the use of informa- 
tion, services, facilities, including any field service thereof, officers, and employees 
thereof in carrying out the provisions of this section. 

(5) All moneys cf the Administration not otherwise employed may be deposited 
with the Treasurer of the United States subject to che ck by authority of the Administra- 


fon or im any Fe dé ral Re serve bank. The F ede ral Re sern har ks are authorize d and 
directed to act as de positaries, custodians, and fiscal agents for the Administration in 
the general pe rformance of tis powers conferred by this Act. All insured banks, when 


qoegnene by the Secretary of the Treasury, shall act as custodians, and financial 
agents for the Administration. 

h) (1) Without regard to any other proviston of law except the requlaticns pre- 
scribed under section 201 of the First War Powers Act, 1941, as amended, the 
Administration ts empowered 

(A) to recommend lo the Reconstruction Finance Corporation loans or 
rlvances, on such terms and conditions and with such maturity as the PRecon- 
struction Finance Corporation may determine on its own discretion, to enable 
small-business concerns to finance plant construction, conversion, or expansion, 
including the as qutsilion of land: or finance the acquisition of equipment, 
facilities, machinery, supplies, or materials; or to finance research, develop- 
ment, and experimental work on new or tmproved products or processes; or to 
supply such concerns with canital te be used in the manufacture of artr les, 

equipment, suppltes, or materials for de fense or esse ntial ciutiian purposes; or 


such loans or advances to he made or ¢ flected ertthe r direct! / h J the Re onst uction 


to establish and operate technical laboratortes to serve small-husiness concerns; 


Finance Corporation or tn cooperation with banks or other lending institutions 
through agreements to partictpate in insurance of loans, or by the pure hase of 
par tictpations, or othe rwise; 

(}3) to enter unto contracts with the United State s Government and any lepa t- 
ment, agency, or o fhe er there of having procurement powers obligating§ the 
Administration to furnish articles, equipment, s ipplies, or materials to the 


y 
Government; 
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C) to arrange for the performance of such contracts by letting subcontracts 
to*small-business concerns or others for the manufacture, supply, or assembly 
of such articles, equipment, supplies, or materials, or parts thereof, or servicing 
or processing in connection therewith, or such management services as may be 
necessary to enable the Administration to pe rform such contracts; and 

D) to provide technical and managerial aids to small-business concerns, by 
maintaining a clearinghouse for technical information, by cooperating with 
other Government agencies, by disseminating tnformation, and by such other 


a 


iwities as are deemed appropriate hy the Administration. 


In any case in which the Administration certifies to any officer of the Govern- 


having procurement powers that the Administration is competent to perform 


pecific Government procurement contract to be let by any such office rs, such 


sha be authorized to let such procurement contract to the Administration upon 
ms and conditions as may be agreed {upon between the Administration and 


erement officer. 


k nowing it to he false. or whoever willfully 


W hoever rakes any statement 


for the purpose of obtaining for himself or for any applicant 
hereof by renewal, deferment of action, or otherwise, or the 
ition of security therefor, or for the purpose of influe neing 


f } 


- , . - 
on of the A tministration, or for the purpose of oblarning money, 


ani hing of value ; inder this section, shall be punishe 1 by a fine of not 
tn $5,000 or by imprisonment for not more than two years, or both 

fF hoever, being connected im any capacity with the Administration A) 
les, abstracts, purloins, or willfully misapplies any moneys, funds, securities, 
j 


things of value, whether belonging to it or pledged or otherwise entrusted to it, 
or (B) with intent to defraud the Administration or any other body politic or corporate 


or othe 
or any individual, or to deceive any office r, auditor, or examiner of the Administration 
makes any false entry in any book, re port, or statement of or to the Administration, 
or, thout being duly authorized, draws any order or issues, puts forth, or assigns 
any note, debenture, bond, or other obligation, or draft, bill of exchange, mortgage, 
judgment, or decrees thereof, or (C) with intent to defraud participates, shares, receives 
directly or indirectly any money, profit, property, or benefit through any transaction, 
loan, commission, contract, or any other act of the Administration, or (D) gives any 
unauthorized information concerning any future action or plan of the Administration 
which might affect the value of securities, or, having such knowledge, invests or 
speculates, directly or indirectly, in the securities or property of any company or 
corporation recewing loans or other assistance from the Administration shall be 
punished by a fine of not more than $10,000 or by imprisonment for not more than 
ve ears, or both. 


4 


d 1) Jt shall be the duty of the Administration, and it is hereby empowered, to 
linate and to ascertain the means by which the productive capacity of small- 
ness concerns can be most effectively utilized for national defe nse and essentiat 
an production. 

[t shall be the duty of the Administration, and it is hereby empowered, to con- 


sult and cooperate with appropriate governmental agencies in the issuance of all orders 
limiting or expanding production by, or in the formulation of policy in granting 
prioritre _ business concerns. All such qovernme ntal agencies are re yucre 1, before 
issuing such orders or announcing such preority policies, to consult with the Adminis- 
tration in order that small-business concerns will be most effectively utilized in the 


production of articles, equipment, supplies, and materials for national defense and 


han p ir pose Ss. 

The Administration shall have power, and it is here by directed, whenever it 

dete rmines such action 18 necessary 

1) to make a complete inventory of all productive facilities of small-business 
concerns which can be used for defense and essential civilian production or to 
arrange for such inventory to be made by any other governmental agency which 
has the facilities. In making any such inventory, the appropriate agencies in 
the several States shall be re quested to furnish an inventory of the productive 
facilities of small-business concerns in each re spective State if such an inventory 
is available or in prospect; 

2) to consult and cooperate with officers of the Government having procurement 
powers, in order to utilize the potential productive capaciiy of plants operated 
by small-business concerns; 

(3) to obtain information as to methods and practices which Government prime 
contractors utilize in letiing subcontracts and to take action to encourage the 
letting of subcontracts by prime contractors to small-business concerns at prices 
and on conditions and terms which are fair and equitable; 
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(4) to take such action, authorized under this section, as is necessary to provide 
small-business concerns with an adequate incentive, excluding subsidies, to 
engage in defense and essential civilian production and to facilitate the conver- 
ston and equipping of plants of small-business concerns for such production; 

(5) to determine within any industry the concerns, firms, persons, corpo- 
rations, partnerships, cooperatives, or other business enterprises which are to 
be de signaied “small-business concerns”’ for the pur pose of eff ctuating the pro- 
vistons of this section; 

6) to certify to Government procurement officers u ith respect to the con petency 
as to capacit j and cre dit. of any small-busine 88 concern or group of such concerns 


to pe rjorma Spe C1fic Gove rime nt procure ment cont 





(7 to obtain from any Federal de partme nt. establishment, or agency engage d 
rr de fe nse procureme nt or in the financing of defense procureme? tor production 
such re ports concerning the letting of contracts and subcontracts and making 
of loans to business concerns as it may deem pertinent in carrying out its functions 
under this Act 

(8) to obtain from supplie rs of materials infor mation pe rtaining to the method 


f 


of filling orders and the bases for allocating their supply, whenever it appears 





that any small husiness ts unable to obtain materials for de fense or ess ntia 
civilian prod ictton fron its normal sources 

9) to make studies and recommendations to the appropriate Federa! agencies 
to wmsure a fair anda equitable share of mater als. s ipple Ss, a7 d equipment to 
small-business concerns to ¢ frectuate the defense program or for essentral « avilian 
pur poses; 

10) to consult and cooperate with all Government agencies fo the p irpose of 
insuring that smatli- 


uUSinNness concerns sha receive ta and reasonable treatme nt 


from said agencies; and 











{ 11 tO ¢ stah ish Sue losor J hoards and commattees wh all / epresent lave of 
small busine SS as may be found necessary to achieve the Dp poses of this sect’on 
(f (] ly any case tn which a small-h isSiness concern OY group of such concerns 
has hee nh Cé rtzfie ad by or under the authority of the Ldn vistratior lo be a com pe fent 
Government contractor with re spect to capac ity and edit as to a specific Government 
procureme nt contract, the ofhes S of the Gov ronment having procurement powers are 
directed fo accept 8 ich certification as cone usive, and are authori 2 to let such Gon- 
ernment procure me ontract to such concern or group of concerns witho eq ng 
rt to meet ar 1 othe requirement uth respect to ¢ tpacily and ¢ ad 
(2 The Conaress has as its policy that a fair preportion of the total 7 cha cand 
contracts far & pple and sé ices for the Government she De piaced t} Smati-=- 
b isin £ concerns To effectuate such poli is mailet sznes oncerns nti , ihe 
meaning of thes section sha recetve any award or mitract or any part thereof as to 
which it is determined by the Administration and the coi fang procurement agencies 
A) to be in tl anterest of moti izing the Nation’s fu ] ichrve mpacel 0 R) to 
he the interest of the national defense program, ) es h awa Oo el ich 
contract to a small-business concern 
percentage thereof shall be allocated to sma plant inable to obtain the necessary 
materials or supplies fran sual sources Such p é Lage sha he dete mined 0 the 
head of the lawful allocating authority after giving fu onsideration to the claims pre- 
sented by the Admiar refration 
Whe never the Pre sade ni invokes the powers qivel hid? n } Ls Aet fo ¢ locat - or 
a@ prove agreements ocating, any material, to ar tent hich the President finds 
will result in a significant dislocation cf the normal distribution tn the civilian market 


he shall do so in such a manner as to 
and various seqments thereof in the 
a fatr share of the available camlian 
receive d by Su¢ h hu Sc ne Ss unde r no 
preceding June 2 ew 1950: Provided f 
the product*on of specific items sho 
concerns 


q The Admin‘stration shall mak 


this hatle to the Pre side nt, the Pre sade nt of the Ser ate, and the pe aker of the House ot 


Re pre se ntative 2. Such re port shall 


make available, so far as practicable. for bustness 
, 2 ; ; ‘ . : 

normal channe of distribution of such material 

supply hase 1, 8O far as practicable, or the share 


rmal cond tions d iring a represe niatave De riod 
, 


hat the limitations and restrictions impo ed on 


uld give due cor sideration to the needs of new 


: . > : ; 
ea report every ninetu days of operetions under 


incl ide the names of the business concerns to 


whom contracts are let, and for whom financing is arranged, hy the Admir istration, 


together with the amounts involved, anc 
and such comments and recommendatt 
concerns to the defense effort, as the 2 


lsuch re port shall include s ich other information, 
ons, with re spect to the relation of small-business 
{dministration may deem appropriate. 
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(h) The Administration is hereby empowered to make studies of the effect of price, 
credit, and other controls imposed under the defense program and whenever it finds 
that these controls discriminate against or impose undue hardship upon small business, 
to make recommendations to the appropriate Federal agency for the adjustment of 
controls to the needs of small business. 

(i) The Reconstruction Finance Corporation is authorized to make loans and 
advances upon the recommendation of the Small Defense Plants Administration as 
provided in (b) (1) (A) of this section noi to exceed an aggregate of $100,000,000 out- 
standing at any one time, on such terms and conditions and with such maturities as 
Reconstruction Finance Corporation may determine. 

(j) The President may transfer to the Administration any functions, powers, and 
duties of any department or agency which relates primarily to small-business problems. 

(k) No loan shall be recommended or equipment, facilities, or services furnished by 
the Administration under this section to any business enterprise unless the owners, 
partners or officers of such business enterprise (1) certify to the Administration the 
names of any attorneys, agents, or other persons engaged by or on behalf of such 
business enterprise for the purpose of expediting applications made to the Administra- 
tion for assistance of any sort, and the fees paid or to be paid to any such persons, 
and (2) execute an agreement binding any such business enterprise for a period of 
two years after any assistance is rendered by the Administration to such business 
enterprise, to refrain from employing, tendering any office or employment to, or 
retaining for professional services, any person who, on the date such assistance or 
any part thereof was rendered, or within one year prior thereto, shall have served as 
an officer, atlorney, agent or emptoyee of the Administration occupying a position 
or engaging in activities which the Administration shall have determined involve 
discretion with respect to the granting of assistance under this section. 

!) To the fullest extent the Administration deems practicable, it shall make a fair 
charge for the use of Government-owned property and make and let contracts on a 
basis that will result in a recovery of the direct costs incurred by the Administration. 

m) There are hereby authorized to be appropriated such sums as may be necessary 
and appropriate for the carrying out of the provisions and purposes of this section. 

Sec. 715." If any provision of this Act or the application of such provision to 
any person or circumstances shall be held invalid, the remainder of the Act, and 
the application of such provision to persons or circumstances other than those as 
to which it is held invalid, shall not be affected thereby. 

Sec. 716.4% That no person may be employed under this Act who engages in a 
strike against the Government of the United States or who is a member of an 
organization of Government employees that asserts the right to strike against the 
Government of the United States, or who advocates, or who is a member of an 
organization that advocates, the overthrow of the Government of the United 
States by force or violence: Provided, That for the purposes hereof an affidavit 
shall be considered prima facie evidence that the person making the affidavit has 
not contrary to the provisions of this section engaged in a strike against the 
Government of the United States, is not a member of an organization of Govern- 
ment employees that asserts the right to strike against the Government of the 
United States or that such person does not advocate, and is not a member of an 
organization that advocates, the overthrow of the Government of the United 
States by force or violence: Provided further, That any person who engages in a 
strike against the Government of the United States or who is a member of an 
organization of Government employees that asserts the right to strike against the 
Government of the United States, or who advocates, or who is a member of an 
organization that advocates, the overthrow of the Government of the United 
States by force or violence and accepts employment the salary or wages for which 
are paid from any appropriation or fund contained in this Act shall be guilty of a 
felony and, upon conviction, shall be fined not more than $1,000 or imprisoned 
for not more than one year, or both: Provided further, That the above penaltv 
clause shall be in addition to, and not in substitution for, any other provisions of 
existing law. 

Sec. 717.4% [(a) Titles I, II, III, and VII of this Act and all authority conferred 
thereunder shall terminate at the close of June 30, 1952, but such titles shall be 
effective after June 30, 1951, only to the extent necessary to aid in earrying out 
contracts relating to the national defense entered into by the Government prior 
to July 1, 1951.J 





4) Formerly sec. 714; redesignated by sec. 110 (b). 
6 Formerly sec. 715; redesignated by sec. 110 (b). 
‘? Formerly sec, 716; redesignated by sec. 110 (b) 
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(a) This act and all authority conferred thereunder shall terminate at the close of 
June 30, 1952. 

{(b) Titles IV, V, and VI of this Act and all authority conferred thereunder 
shall terminate at the close of June 30, 1951.] * 

(b) © Notwithstanding the foregoing 

(1) The Congress by concurrent resolution or the President by proclama- 
tion may terminate this Act prior to the termination otherwise provided 
therefor. 

(2) The Congress may also provide by concurrent resolution that any 
section of this Act and all authority conferred thereunder shall terminate 
prior to the termination otherwise provided therefor. 

(3) Any agency created under this Act may be continued in existence for 
purposes of liquidation for not to exceed six months after the termination of 
the provision authorizing the creation of such agency. 

(c) 5! The termination of any section of this Act, or of any agency or corporation 
utilized under this Act, shall not affect the disbursement of funds under, or the 
carrying out of, any contract, guarantee, commitment or other obligation entered 
into pursuant to this Act prior to the date of such termination or the taking of any 
action necessary to preserve or protect the interests of the United States in any 
amounts advanced or paid out in carrying on operations under this Act 


48 Italicized portion substituted for bracketed portion by sec. 111, 
49 Bracketed portion deleted by sec, 111 

50 Formerly subsec. (c); redesignated by sec. 111. 

8} Formerly subsec. (d); redesignated by sec. 111 





